Presented to 
The Hibrary 
of the 


University of Coranto 


bu 


Hon.C.P. McTague 


‘ 


Vib EF. 188 


® : . aa 
Lin 3 sok oh y , . 
ey ry 
iy 1 an Wii users Tis de ny! 7 
\ ey ap SAP Ee + { 
7 vi . i 
2; ! : kd 
@ - ; Z ’ \ d 
i i ' ; 
yoo ’ 
| 
' 
: 
F : 
f 
£ 
| t 
é 
1 
* 
Ny 
1s 
4 
ty 
Net: 
J 
“a 
: 
. 
: 
tie 


0 hy } ai 


. ~ 
ples an ge 


ee 


rs 
‘s 


Digitized by the Internet Archive 
in 2023 with funding from 
University of Toronto 


| htips://archive.org/details/31761116513037 


ROYAL COMMISSVGQi4 


ON 


TRARSPOR TAT DU 


HEARINGS 
auto Ay 


OTTAWA 


VOLUME ‘Ne:: XSAN ar 


85 SER My 4960 


OFFICIAL REPORTERS 
ANGUS, STONEHOUSE & COUT D) 


3723AY STREET 
TORCNTS 
EM. 4-7283 EM. 4=5865 


/ 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


2 VOLUMES 85, 86 and 87 


WITNESSts REVISIONS 


5 Page Line 


14729 25 Change "structure in" to "structure to” 


n 


7 14734 9 “hange "three to "two" 


14804 19 Insert "are" after "of course" 


fo) 


9 14812 25 Change "at" to "from" 
10 14814 28 delete "of" 

11 14821 26 Insert "is" after "that" 

12 14836 7 Change "this had such" to "this could have" 

13| 14837 16 Change "is" to "aret 

14 14851 29 Change line to read "say, well, increase 
the rates on its raw materials or basic 

15 commodities-where the” 


16 14860 8 Change "strongly proposed at" to read 
"strongly opposed water regulations at" 


17 
14861 17 Change "in this" to "on thet 
18 
14868 3 Change line to read "and I am also speaking 
19 about the plant at Sydney Mines which has been" 
20 4 Change "output is" to "capacity output was" 


21 14888 26 Insert "could" between "they" and "get" 
Change "and it is" to "in that" 


14892 27 Change line to read "the truck rate from 
23 Hamilton was $2.688 per long ton. Well, 
that to me would” 


i” 14693 20 Change "that took" to "we took" 

=| 14898 26 Change "but a local" to "but with a local" 
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ANGUS, STONEHOUSE & CO. LTD. 
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Ottawa, Ontario, 
Wednesday, 
September 14, 1960 


-~-On commencing at 10.00 a.m. 


THE CHAIRMAN: Order, please. rs 


Macdougall? 


CROSS-EXAMINATION BY MR, MACDOUGALL: 

Q. Now, Mr. Dickson, if I may just take 
a few moments to ask you to elucidate a little bit a 
few points I noe ued in your brief which to‘me require 
a little further information. 

First, on page 22 you give there a table 
No. 2 showing cumulative postwar freight rate in- 
creases in Canada, and I take it, from my knowledge 
of the matter that the cumulative increases over 1948 
to 1951 do not take into account so-called roll-back 
of freight rates that occurred in 1959? 

MR, DICKSON: No, they do not, Mr.Macdougall. 
That table ends at the 17% rate increase of December 1, 
1958. 

Q. Just for the record, perhaps you would 
agree with me, sir -- my information is that the 
figure for the cumulative increase over 1948, if the 
roll-back were reflected there, would be 137.5 per 
cent. 

Would you know whether that is correct or not? 

MR. DICKSON: It may be: I would have to 


check your arithmetic on that, sir. The figure, I 
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TORONTO, ONTARIO (Macdougall ) | 
| 
think, ‘1s aclittle different, now. 

0. And the cumulative increase over 1958 
reflecting the roll-back -- I make it 63.9 per cent. 
Would you think that to be fair? 

MR. DICKSON: That sounds reasonable, I 
would have to check your arithmetic, Lian Ouy 
arithmetic is right, I assume tney are, 

aie On page ef there you are referring to 
Appendices 6, 7 and 8? 

MR. DICKSON: Yes. 

O Paragraphs 110 to 114, And from these 
appendices which you described to us in your direct 
examination, you make the conclusion given in para- 
graph 114 that they provide a most striking illus- 
tration of the great differences in the strengtn of 
competition in tne several regions of Canada, 

I notice that none of these exhibits pro- 
vide any totals of tonnage or revenue or percentages, 


or anything of that nature, for comparison purposes. 


Do I understand you draw this conelusion 
solely from the number of rates which you have 
been able to show in the different regions on those 
statements? 
MR. DICKSON: Yes, that is right, Mr. 
Macdougall. As we point out in paragraph 107, we 
realize that with the data available to us it could 
not yield preciseiy measurable results because we do 


not nave the volume figures moving at these rates, but 


by looking at the vast number of rates it would give 
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some indication of the pervasiveness of competition, 

Q. So then, you have not had any information 
upon which you could make a calculation of the percen- 
tage of the total number of rates published, say, in the 
maritime area and the total number of rates published 
in the eastern area that escape the full impact of 
the 17% increase percentage? 

MR. ICKSON: Iam sorry, I didn't quite 
follow you there. 

Qs I take it you did not have information 
from which you could calculate what percentage of the 
total number of rates in the eastern area receives 
the full impact of the 17% increase? 

MR, DICKSON: I suppose you could count 
every rate in the tariffs analysed and find out what percen- 
tage they are to the total number of rates in the tariffs. 

Q. And also, sir, I take it that you did 
not make any revenue analysis of the revenues resulting 
from the 17 per cent increase to see whether or not a 
larger proportion of the 17 per cent was obtained 
in the eastern region or in the maritime region? 

MR, DICKSON: There was no data available to 
us that we could make that calculation on, 

Q. And I presume the same thing applies 
with respect to tonnages. There was no data available? 

MR. DICKSON: That is right. There was no 
data awilable to us. 

Q. Would it be correct to say that there 


would be many more competitive rates in the eastern to 
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eastern territory than there would be in the maritime to 
eastern territory published in the tariffs? 

MR. DICKSON: yes, I would agree with that. 

2 On page 29, paragraph 121 -- you discus sed 
this yesterday with Mr. Hume and also with Mr. Cooper. 
I think Mr, Hume suggested that, and you agreed with 
him, that you would be better off in the maritimes if 
you had more carrier competition, and I think that is 
a ete statement which you would agree with? 

MR, DICKSON: That is. right. 

Q. You speak of the value of service 
principle and, as I understood your evidence, you did 
not think it was completely obsolete, but you think 
that rate making should be more cost orientated? 

MR, DICKSON: I do not think that is what I 
said. I think it was something to this effect: that 
with the increase in competition, the rate structure 
was tending to be more cost oriented, The cost of 
service principle perhaps began to show up more in the 
rate structure than it had in the past. 

Q. Assuming a larger significance, perhaps 
you should say? 

MR. DICKSON: Yes, I suppose, 

Q. Would you agree,then, Mr. Dickson, that 
in those circumstances what your region is seeking Is 
more what I call competitive pricing of the freight 


rates or freight services both by railways and other 


earriers so that you will obtain the greatest possible 


penefit from competition and from competitive rate 
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making; competitive pricing? 


MR. DICKSON: We do not want the maritime 
region to be deprived of.any benefits that competition 
will bring to it, 

Q. You would agree, then, I take it, that 
the railways of which I speak, representing one of the 
railways of Canada, that you would like to see them 
become more competitive in their actiors, in their 
services, in their standards; and in their pricing 
so that they will give you a better competitive pic- 
ture in the maritime provinces. Is that correct? 

MR, DICKSON: yes, The railways are 
making strides and I feel sure they will continue to 
make strides to adapt themselves to the competitive 
environment they find themselves in today. 

Q. And that is so in your territory, I 
presume, sir, too; is it? 

MR. DICKSON: Yes, they are meeting com- 
petition there as it arises, in some cases, 

Q. Now, sir, on page 31, at the beginning 
of chapter 3, you speak of revising the Maritime 
Freight Rates Act, and you speak of a desire to bridge 
the rate gap between the maritimes and central 
Canadian producers in the important market of central 
Canada. 

Now, as I understand your evidence, you are 
not suggesting that that rate gap should be eliminatea 
completely but that you should make a calculation of 


average rate and have an additional subvention to tte 
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Maritime economy so that the rate gap would be narrowed; 
is that it? 

MR. DICKSON: That I do not think is quite 
the correct interpretation. The way I like to think 
of it is that we are not askirmfor the matching of 
each and every rate on each and every individual movement 
but that we are determining an average rate from the 
maritime region to the eastern region, and an average 
rate within the eastern region; and we are calculating 
from those average rates the percentage reduction 
necessary to bring the maritime to eastern average 
rate to the level of eastern to eastern average rate; 
and then recommending that this reduction, so cal- 
culated, be applied to rates outbound from the Atlantic 
provinces. 

Q. And that calculation would be made on the 
basis of using all the rates in the area, not just, say, 
the rates on steel in the east and the rates on steel 
in the maritime area? 

MR, DICKSON: No, that is right. We have 
taken all the movements from the maritime region to the 
eastern region where there was the same movement within 
the eastern region; totalled them all up and arrived 
at an average rate. 

Q. Let me put this general propositim to 
you and see if you can tell us what your proposal would 
be in the circumstances. Take the marketing of 
steel products in the Montreal market --- 


MR, DICKSON: Yes? 
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Q. And the maritime producer generally is 
at Sydney --- 

MR. DICKSON: Yes? 

Q: And you move to Montreal, The Ontario 
Quebec producers are basically located at Sault Ste, 
Marie and Hamilton and at 

Now, Sault Ste. Marle is the farthest distance 
point of the three, and Hamilton is somewhat inter- 
mediate, and distant is close to Montreal. Would 
your proposal envisage the Sydney producer getting 
into the Montreal market in something comparable with 
the Hamilton intermediate man's competitive position, 
having the Sault Ste, Marie man at a greater rate 
and perhaps the Contrecoeur man at a lesser rate? 

MR, DICKSON: Yes. Perhaps we could turn, 
Mr. Macdougall, to Appendix V, page 7, and I could give 
you an example of what our proposal would do in 
respect of the rates from Sydney to Montreal versus 
Hamilton to Montreal, The rate from Hamilton during 
the summer months is $4.55, and during the few months 
that navigation is closed it is $7.37. The rate 
from Sydney presently is $8.96. These are all 
per gross ton on billets and blooms. 

If you use the percentage reduction that we 
have suggested based on the 1958 Waybill data, 31.3 
per cent, the Sydney rate would become $6.16 per 
gross ton, 

You see, it does not equal either the summer 


rate from Hamilton or the winter rate from Hamilton, 
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2 but “alls somewhere in between, 
3 COMMISSIONER MANN: Mr, Macdougall, is there 


4 anybody at Contrecoeur yet, or do you just take that 


5 point in view of future developments there? 

6 MR, MACDOUGALL: Yes, I have taken this 

7 generally because of the announcement as to future 

8 developments. 

9 MR. RAND H. MATHESON: The Steel Company 


10 of Canada has a plant there. 


ii MR, MACDOUGALL: Q. So, generally speaking, 
12 that situation reflects the Hamilton picture, and 

| would you agree, sir, that the Sault Ste. Marie pro- 

‘ ducer would be moving into the Montreal market at a 

15 greater rate than the Hamilton producer, probably, 

16) and the Contrecoeur producer at something less? 

a MR. DICKSON: I have not the Sault Ste. 

18) Marie rates with me, but if they are higher than the 

19) Hamilton rates, that is a fair statement, and I do not 
20 know whether there are any rates published from Contrecoeur 
21 yet for the STELCO mill, but I assume they would be 

22 lower than Hamilton rates because of the distance 

23 involved. 

24 | Q. Here is the point that comes from that. 
25 If your proposal were given effect to, do you think 

26 that the Sault Ste. Marie producer would consider 

27 that he should have the same favourable treatment on 


28 his rates also to get into the Montreal market. Would 
29! 4¢ affect him in any way? 


_30 MR. DICKSON: There is a bit of difference 
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2 here, The Sault Ste. Marie manufacturer has a 

3 substantial market closer than Montreal whieh he can 
4 reach, The Sydney manufacturer -- his first 

5 substantial market 1s the Montreal one, 

6 4 I see, 

7 MR. DICKSON: As the Sydney manufacturer 


8 goes further west in Quebec and Ontario then he becomes 


9 at a greater disadvantage with the Hamilton and Sault 
10/ Ste, Marie manufacturer. 
11 Q. I see, 


12 MR. DICKSON: So, while the Sydney manu- 


13/ facturer may be at, as you suggest, a possible advantage 
14/ in Montreal with the Sault Ste. Marie manufacturer, 

15 when he gets further west in Ontario and Quebec he is 
16) ata disadvantage, and it is just the converse, 

17 Qs I see, thank you, 

Now, looking for a moment at the same 

19/ Exhibit 5 which you have been referring to, pages 1 and 
20) 2 deal with steel bars from Amherst and Montreal to 

21) Quebec, I notice on page 1, and at the top of 

22) page 2, the rates on the 40,000-pound movement, 

23 minimum movement, from the two points to the common 

24) market of Quebec were comparable. For instance, the 


25| March 16, 1953, rate was $11.20, Amherst to Quebec, 


26| and from Montreal to Quebec it was $10. 
27 Then, there was established motor truck com- 
28|| petitive rates from Montreal, which reduced the 


29| Montreal rate to almost half? 


ot MR, DICKSON: Yes. 
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as And I suppose that is the thing that 
has caused you the great disparity in this particular 
movement -- it is this competition in central Canada 
or in the eastern carrier which you find has a great 
difficulty in marketing from Sydney, and this is the 
effect of competition which you have been speaking 
about in your submission asking that you be given some 
relief because of these circumstances, This is 
an example of it? 

MR. DICKSON: yes, this is an example of it, 
Mr, Macdougall; ft perhaps should mention that the 
Steel bars here are what are commonly called reinforcing 
rods used in the construction of concrete -- used 
to reinforce concrete, I am sorry, 

Q. Thank you, sir. 

Just for the record, my information is that 
Amherst is 494 miles from Quebec, whereas Montreal is 
Dldis Would you agree generally with those figures? 

MR, DICKSON: Those figures are correct 
according to my check. 

Q. And the arithmetical calculation with 
regard to ton-mile earnings taken from the Waybill 
Analysis on the movement I believe to be, on the 
Amherst movement, 2.7 cents per ton mile, and on the 
Montreal-Quebec movement, 4,2 cents per ton mile at the 
present rate, Would you know whether that is correct? 

MR, ILCKSON: I would have to check the 
Waybill Analysis, Mr. Macdougall. If you wanted to 


wait a moment we could do that, I think. 
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(Macdougal1l ) 


Q. You could check it some other time and 
if I am wrong please tell me. Will we leave it that 
way? 

MR. DICKSON: All right. You were quoting 


figures from the Waybill Analysis, not figures cal- 


culated from the rates shown there? 


Q. Those figures I have given you are 
actually taken from our own records, I do not know 
whether you could get that from the Waybill Analysis 


or not, 
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MR. DICKSON: No, I would think not. I have 
made a calculation of the ton mile revenue from the 
rates shown there, But whether these serbiaular rates 
would be reflected in the waybill study -- 

COMMISSION MANN: The 2.7 per ton mile, is 
that on the billed rate? 

MR. MACDOUGALL: Yes. 

COMMISSIONER MANN: You haven't got the return 
to Canadian National on that, have you? 

MR. MACDOUGALL: No, I do not have it here, sir. 

Qe Mr. Dickson, would you be kind enough to 
turn to page 39. There at paragraph 161, sir, you make 
a statement that transportation should be used as an 
instrument of public policy, and here I wonder if you have 
given any consideration to what possible effects that 
would have on the equalization of freight rates in the 
rest of Canada, whether that is a factor that has come 
into your calculations at all. 

MR. DICKSON: I am sorry, I wonder if you would 
mind repeating that, Mr. Macdougall? 

Q. In making the recommendation that 
transportation circumstances in the Maritimes be used 
as an instrument of public policy to achieve the 
purposes you have set forth in your brief, have you 
given consideration as to what effect that would have 
on the equalization of freight rates as in effect in 
the rest of Canada? Will it distort that situation 
or affect it in any way? 


MR, DICKSON: I can't see that it will, offhand, 
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no. 

Qe At the present time equalization doesn't 
apply in the Maritimes, generally speaking? 

MR. DICKSON: Section 336 of the Railway 
Act exempts Maritime movements from equalization. 

Q. So you don't think it will cause any 
distortions or any particular difficulties? 

MR. DICKSON: We are not asking for any 
change in the rates received by the railways. The 
rates you have in your tariffs will remain and the 
Shipper will bi less and you will be reimbursed 
for the difference between what the shipper pays and 
what is in the tariff. 

Q. The reason I am-asking that is that 
the equalization statute is basically designed to 
eliminate anomolies in the rate structure and to 
eliminate particular anomolies which have been put 
in the rate structure to overcome geographical 
disadvantages and things of that kind, and since your 
proposal is to de-emphasize the length of haul, I 
wondered if you saw any difficulty in the rest of 
Canada from the equalization standpoint as regards 
your proposal, 

MR, DICKSON: No, I don't think so, Mr, 
Macdougall. 

Q. On page 44, paragraph 189, you made 
this 3 Yatewmn te 

"An indication of necessary subvention 


rates has been given in Tables 3 and 4 above. 
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This would, in effect, mean a de-emphasis 

of the greater length of haul to which 

Atlantic provinces shipments moving to 

central Canada are subjected, It would 

be a return to the original design of the 

Maritime rate structure which, in respect 

of Standard Mileage Class Rates, for instance, 

kept a Maritime originating movement of 

1,000 miles at a rate equivalent to 

the Ontario-Quebee 500 mile scale," 

ies I put it to you, Mr. Dickson, that 
looking at the class 100 rates as they exist today, 
where we have the Board's Appermiix B scale outside the 
select territory and we have a lower base of class 
aacaeria the Maritime area, the applicable class 
rates in the Maritimes are generally at a lower level 
oe the class B scale. Is that correct? 

MR, DICKSON: Yes, that is correct. 

Q.< eo cai Nova: degfia,° to Toronto, which 
which is a difference of 998 miles, the 100 basic class 
rate is 297, whereas the Appendix B class rate scale 
for 500 miles applicable in eastern Canada is 3535, 
which shows that for approximately half the distance, 
the 500 miles, the rate is 335, whereas for the 900 
miles it is 297. 

MR, DICKSON: I am not familiar with those,, 
but I accept your statement, Are those both at the 
same level? 


Q. Both - well, the 500 mile rate in 
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eastern Ganada is the class 100 Appendix B Board 
scale rate, 

MR, DICKSON: Is that -- 

Q. Seventeen per cent level? 

MR, ZDCKSON: One is not at the 17 per cent 
level and the other one is, Is that right? 

Qe I think they are both at the same level. 
It would appear from those figures that that 
Situation that you speak of in so far as those class 
rates are concerned is an illustration of the 
situation at the moment, 

MR, DICKSON: I think we must remember this: 
the standard mileage class rates in the years around 
1912 played a very much more important part in moving 
traffic than they do today. I think you will find 
that only 1.2 per cent of the traffic within eastern 
Canada moves at class rates, 

Qe Yes, it is a very small proportion of 
the traffic volume moving throughout the whole of 
Canada, I think, 

MR, DICKSON: Yes, I think that is true, 

Q. Now, at page 43, Mr. Dickson, you are 
talking there of the payment of transportation 
sub’entions and the problem of paying it to the users 
of transportation, and you are suggesting it should 
be paid to the carriers. Have you given any | 
consideration as to who should assume the administratio 
costs that are occasioned by the carriers to handle 


the administrative work of applying for and obtaining 
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the rebate, or the reimbursement, I should say, for 
reduced rates under a subsidy? 

MR, MICKSON: Yes. We realize that there 
is some additional work caused by the payment of 
Subventions to the carriers; but I don't think that 
iG “is a substantial amount of work, and we have tried 
to make this additional subvention as simple as 
possible to eliminate as much as possible the 
administrative eanicus. 

Qe At the present time, Mr. Dickson, 
Canadian National receives reimbursement under at least 
seven different subsidies, eos in the Maritimes 
dealing with marine service and then we have the 
subsidies under the Maritime Freight Rates Act, and 
S80 on, and as the numbers grow, while the administrative 
cost in one is not very much, in total they might 
become a substantial factor; and would you not agree 
that if these administrative costs are significant 
there is no reason why the carriers should be asked to 
bear these costs, 

MR, DICKSON: You have administration now 
with the present Act, and an additional subvention 
would not entail, in my mind, any additional amount . 
You hive to do the work, anyway, for the present Act, 


‘tt 


and could this work not be done at one and the same 


time? 


Q. That may be, sir; I don't know, Later 


on in your submission you propose a subvention in 


respect of the 108 mile water: gap between Cape Breton 
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and Newfoundlsnd, and we can foresee, if some of these 
proposals were ~cted on, growing administrative costs 
and other expenses to thé carviers, Would your 
Commission agree that these carriers should not be 
asked to bear that burden but should be reimbursed 
for these costs if the burden be substantial? 

MR, DICKSON: I think we have to be 
veasonable: if they are substantial they would have 
to be reimbursed. 

Qe I think it is sovething like your 
illustration yesterday where you said if the 18tancs 
fron the Maritimes to the central markets were de- 
emphasized 100 per cent, then the burden on the Maritime 
shipper would be completely removed and you didn't ask 
for that. Here, if the subsidics were to become 
greater and great in number, the subsidies would be 
like building blocks, Sar eiaeedors and more in number, 
and when it comes to a point to be a real burden the 
railways shouldn't be asked to bear the cost of their 
administration. 

MR, DICKSON: If it is a substantial burden, 
perhaps they shouldn't. As to the illustration of 
the water gap, I don't think that would be too severe, 
SPSRRAE you presently proportios the rate across that 
gap to the carrying operaticns, zo if you were doing | 


~ 


that work now, then this is very little additional 


work, 
Q. Of course, it e11 depends on how 


those arrangements are set out; they can be very 
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Simple or they can be complicated, 

MR. DICKSON: I have no idea how simple or 
complicated the present arrangements are there, 

Qe And you suggested that in respect of 
Newfoundland the competitive rates may be applied 
for the full year period, so there would be some 
administration there. 

MR, DICKSON: Yes, there would be some 
administration there. 

Q. There would be some administration there, 
In paragraph 208 on that page you say in the last 
part of the paragraph that; 

"the payment of the proposed subventions 

to these operations would undoubtedly be 

of benefit to the railways." 
Would you care to comment on that, ue you see that 
benefit applying to the railway, or have you any 
comment to make on it? 

MR, DICKSON: Benefit to the railways I 
think is a wrong choice of word there, because the 
Act is not of benefit to the railways, the financial 
reimbursement is not of benefit to the railways. 
You receive a payment which you pass on to the 
shipper. But I think what we had in mind there -- 
we have chosen the wrong word -- is that by the 
receipt of subventions it enables you to publish a 
lower rate by the amount of the subvention and therefore 
to attract traffic to the rails which might not 


otherwise move or might not otherwise move by rail. 
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It might be that it would move by private carriage, for 
example, 

Q- In your proposal, of course, you 
are suggesting that all carriers be given this subsidy 
so that each and everyone of them would be in a 
comparable position in the lowering of their rates 
by the same amount, 

MR. DICKSON: Yes, 

Q. I was just wondering how you saw that 
giving any benefit to the rails as opposed to other 
carriers? 

MR, DICKSON: Did my answer not clarify that 
point? 

Q. I think perhaps it did, 

Again, Mr. Dickson, the same point is shown 
at page 51 at paragraph 232, where you say: 

"Tt would not be unrealistic, however, 
to expect that competition under a subvention 
policy applicable to all types of for-hire 
carriers, will exert a downward pressure 
on the Maritime to eastern rate level..." 

Is that because you envisage much more 
traffic which is now moving in eastern Canada would 
be flowing to central Canadian markets from the 
Maritime provinces, or would it be new traffic you 
see developing in the Maritimes? 

MR, QCKSON: May I read the paragraph, sir, 
first? 


Q. Yes, do that. 
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MR. DICKSON: I think what we are trying to 
say there, Mr. Macdougall, is that if your competition 
grows it will exert a pressure on the railways to 
lower their rate level. If industrial activity in 
the Maritimes increases, it will create more traffic 
for the railways, more traffic for the competing 
means, and therefore will encourage competition, and 
_these factors will undoubtedly have a steadying 
pressure on the Maritime to eastern rate level. 

Q. Do you include in that explanation the 
possibility that there might be a shift of traffic 
moving from the eastern area; that is, some of the 
volume we are now moving into the Montreal market 
from an eastern destination, say around Toronto, 
might, under you plan, enable the Maritime producer 
to get in there at the expense of the upper Canadian? 

MR, DICKSON: It would be very nice to 
enable our industry to increase its activities by 
expanding its markets. I should perhaps, in connection 
with the question you put to me before that, say 
in connection with that paragraph that if the 
Maritime to eater rate level is held down then the 
amount of the subsidy would be less. As that rate 
level increases the amount of subsidy paid by the 
government, of course, increases, 

Q. You can see the position of the railways 
in this suggestion of yours to be this, that if that 
downward pressure that you speak of does result 


because of new business growing up in the Maritimes, 
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that is more business for which the railways would be 
competing. 
a MR, DICKSON: That is true, 

Q. What happens is that the volume doesn't 
particularly increase but there is a shift; they might 
lose in the east but they pick up more in the Maritimes, 

MR, DICKSON: We are speculating a little 
here, but I wonder if we can speculate further, Lr 
economic conditions in the Maritimes improve then: 
the Maritimes will be carrying more refrigerators and 
other things that are produced, so you will be getting 
more business in the Maritimes, This is all speculation 
again, but I think in the net we will come out even. 

Q. It isa fertilization effect that you 
are hoping for? 

MR. DICKSON: Yes, 

Qe And if it occurs, fertilization does 
bear fruit, I presume some of the other areas of 
Canada will be anxious to copy your example? 

MR, DICKSON: Well, if it is good I think 
they would be interested. 

COMMISSIONER BALCH: If that rosy condition 
were to come along, it wouldn't be necessary for 
this Commission, 

MR, DICKSON: We were hoping that our 
proposal might be -- 

THE CHAIRMAN: A pattern? 

MR, DICKSON: No, I wasn't going to say that, 


sir - might do the trick for the Atlantic region so that 
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we wouldn't have so many complaints, 
THE CHAIRMAN: You are looking at it from 
the standpoint of the region? 

MR, DICKSON: Yes, 

MR, MACDOUALL Q: Now, sir, if you would 
be kind enough to turn to the section dealing with 
Newfoundland, page 59. You are speaking there, Mr. 
Dickson, on page 59 and ae in your chapter on 
Newfoundland about these problems of packaging 
basically and service matters for handling traffic 
between the mainland and Newfoundland. Can you tell 
the Commission or do you have any knowledge of what 
the packaging situation was like prior to Confederation 
in Newfoundland in 1949 in respect of the traffic 
moving from Canada, Nova Scotia, to Newfoundland 
colony as it was then? 

MR, DICKSON: I am not sure of this, but I 
believe that at that time they had export packaging 
requirements, 

Q. And those export packaging requirements, 
as you probably know, in the export ports in Canada 
are, in most cases, more stringent for the protection 
of the lading than the domestic packaging requirments? 

MR. DICKSON: Yes, that is true. 

Q. And you are also aware that in 1949 
when Newfoundland became part of Canada traffic to 
and fee Newfoundland became domestic traffic. 

MR. DICKSON: Yes, and you had quite a 


problem.on your hands. 
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1 

o Q. And is it fair to say that because 

= of that problem in respect of the change from the 

4 export to the domestic packaging requirements a great 
5 many of those restrictions were put on Newfoundland 

6 traffic to protect them? 

7 MR. DICKSON: Yes. I don't want to criticize 
8 those restrictions of the railways; they have a very 
9 difficult job in handling the traffic and I think 


10 they have done the best they could under the 


11 circumstances, 
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The purpose of showing them here in detail was to tell 
this Royal Commission the best way we could that this 
was one of the problems which the Newfoundland receiver 
labours under, 

Q. We don't take any offence at all in 
your bringing the matter up, Mr. Dickson, and I under- 
stand your purpose is to show that in future a trailer- 
train type of operation would solve a lot of these 
problems; is that your thought? 

MR. DICKSON: A trailer-train? Are you 
Pelerring 16-4 car ferry? 

Q. A trailer-ship operation -- a fishy- 
back? 

MR. DICKSON: A fishyback operation that 


is able to take highway carriers as well as trains, 


yes. 
Q. Before that could be implemented to a 

19 degree where it would be carrying any great volume, 
20 I suppose it would be important that the road situa- 
21 tion in the Island of Newfoundland would have to 
22 be considerably improved? 
23 MR, DICKSON: The suggestion we made in 
24 connection with the trailer-ship was that it might 
25 Operate to an east coast Newfoundland port where 
26 the road system is perhaps better, although I 
27 still agree there is need for improvement, but if 
28 the ship operated, we will say, to St. John's 
29 then probably a good deal of the traffic she would 


30 carry would terminate right in St. John's. 
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(Macdougall ) 
1 
: Q. I see, 
3 MR, DICKSON: So, I don't think we should 
£ wait until they have a magnificent highway to consider 
5 this trailer-ship business, 
6 Q. Again, in the chapter on Newfoundland, 
7 at paragraph 271 on page 62, that is the place where 
8 you support the ade as, Ge the Government of New- 
°| foundland that the competitive rates be made applicable 
£0 on a year-round basis and extended to Bay Roberts and 
om Botwood, 
12 MR, DICKSON: We say if you establish 
" them to thoSe places in the future they should be 
si included in. the extension, 
m Q. If they are established? 
. MR, DICKSON: Yes. 
= Q. That looks like what we might call an 
18 | artificial extension of competition to an area where 
19 4t does not exist. I think you will agree with that. 
20 Is there anything in particular you have to support 
sa Newfoundland's argument that that artificial extension 
“ of the competition into the winter area should take 
as place? 
us MR, DICKSON: ‘he difficulties that the 
- Newfoundland receiver has with the delay, the damage, 
- pilferage, loss, are one of the factors which I think 
a would justify some relief on his rates inbound. He 
sig must bring practically all his consumer goods from 
Es somewhere on the mainland of Canada; a good deal of 
30 


it must come from Ontario and Quebec. 
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ANGUS, STONEHOUSE & co.LTo, Steeves, Dickson, Parks, cr-ex 14643 
TORONTO, ONTARIO (Macdougall ) 
1 
/4 an And he moves those goods on a standard 


3| bill of lading where he gets the protection that all 


4| shippers get -- the same as all other Canadians? 
5 MR. DICKSON: yes, 
6 Q. If that extension is made, the thought 


7 that occurs to me is that there must be a great many 

8| other areas of Canada that would like to have a similar 

9 type of treatment, and I am wondering whether there are 
10/| some particular circumstances in the Newfoundland area 

11/ which you feel support that contention but which would 

12| not apply elsewhere? 

13 MR, DICKSON: I think we should consider the 
14| economic situation of Newfoundland. The income figures 


15 over there are substantially lower than they are 


16|| elsewhere in Canada, and the Newfoundland consumer is 
17| not therefore in a financial position to pay as much 
in freight rates as some of his other Canadian fellow 
citizens, 

THE CHAIRMAN: You are getting back to 
present need :? 

MR. DICKSON: yes, in this particular case, 
Mr. Chairman, 

MR, MACDOUGALL: Qe He is at the far end 
of the line: that is one of his major difficulties? 

MR. DICKSON: That is a very common phrase 
in Newfoundland, yes, sir. 

Q. Just one more point on the Newfoundland 
matters; page 63, paragraph 279: talking about compen- 


sating the Newfoundland shipper, and you speak of 
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RESUR Sree cure ae iro. Steeves,Dickson, Parks, cr-ex T4644 | 
(Macdougall ) 


2 eliminating the 108-mile water carriage? 


3 MR. DICKSON: yes. 

4 Q. And substituting therefor to the 

5 carrier a subsidy to make up for loss in revenue, It 
6 appeals to me this would be what has become known as 

7 constructive mileage, and I wonder, before you made 


8 the suggestion, if you thought what effect that would 


Ve) 


have on the other parts of Canada which have had con- 
10 structive mileages removed from their tariffs under 
11 equalization, and whether you thought thdy untght wish 
12 to have them restored if the proposal were put into 


13 effect? 


14 MR. DICKSON: That is true, Mr. Macdougall, 
15 there were some constructive mileages removed at the 
16 time of equalization, and I suppose Manitoba is the 

17 province most affected by the renoval of the construc- 


18 tive mileage. 
Qe Just one last point, on page 70, the 
chapter dealing with the Atlantic ports? 


MR. DICKSON: Yes, sir. 


Q. Paragraph 313, you make your recommen- 
dation that a national policy of port utilization 
should be developed which will assure that the 
Atlantic ports of Halifax and Saint John will par- 
ticipate to the fullest extent in the export and import 
trade of Canada, Do I understand from that that it 
would be your hope that some stimulation would be found 
which could direct more traffic through these ports 


entirely unrelated to the economics of the situation or 
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ANGUS, STONEHOUSE a co. LTO. Stee ves, Dickson, Parks, cr-ca 14645) 
TORONTO, ONTARIO ee 
(Macdougali ) 


the length of haul involved. 

MR. DICKSON: Perhaps you could repeat that, 
Mr. Macdougall. 

Q. Would your national policy of port 
utilization contemplate some form of stimulation to the 
export traffic that would force it to move through the 
ports of Halifax and Saint Jonn entirely apart from the 
economics of transportation, which is mainly bound up 
in the length of haul? 

MR. DICKSON: I think perhaps I will have to 
answer that this way: what we are suggesting there is 
that there be some policy developed that will assure 
each of the ports of Canada that it will get a share 
of the traffic, that events will not take place where 


one port might get the lion's share, so to speak, of 


i 


the traffic. We are not suggesting that one of our 
Atlantic ports should get all of the new traffic that 
occurs in Canada, but that it should be shared among 
the various ports. 

Q. The point I have in mind is that the 
shipper basically would iike to move his goods by the 
cheapest routes. 

MR, DICKSON: Yes. 

Qs In most cases that is the shortest route 
-- not always? 

MR. DICKSON: In respect of the Port Parity 
Rate Structure, of course, the shortest route may be 
the same as the long:« route rates. 


Q. It may be the governing rate-making route 
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ANGUS, STONEHOUSE & CO. LTD. Steeve Sy Dickson, Parks, cr-@€xX 14646 ; 


. SRRINS: CAN (Maeasugela) | 
: 
2 MR. DICKSON: Yes, 

3 ae And if you were to direct under your 
4 national policy that a large volume of the traffic 

e which now goes through Montreal or Sorel or Quebec, 
6| or through the American ports, would be channelled 
7 through the Atlantic ports, this, I suggest, might 
8 create considerable increased expense for the carriers 
9 involved, and I wonder if you have given any considera- 

10 tion to whether or not the carriers should be taken 

11 into your calculations in a national policy of port 

12 utilization or not? 

sl MR, DICKSON: I can't quite see where an 

14 increase in traffic handled would increase your expense 

isk unproportionately to your revenue. 

16) Q. Well, there may be, and there are, in 

17) fact, some rates on traffic carried through our 

18, Atlantic ports today which return very low revenues 

19 | to the carriers because of the length of haul involved 

20 | as opposed to what could be obtained by taking that 

21 | traffic to a closer port. I am suggesting if you 

22 | increased that -- I am asking you if you increase the 

23 volume going to the more distant port may you not be 

24 | reducing your carrier's net revenue position and, if 

25 so, have you given any thought to how he might be pro- 

26 tected? 

27 | MR, DICKSON: I don't feel we would be 

28 reducing his revenue. If you haul the traffic to 

29 the closer port you may have a very low rate -- prac- 


30 tically as low as you can go in order to meet 
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TORONTO, ONTARIO 


(Macdougail ) 


competition, and therefore by hauling a longer haul 
to the port you may be doing just the reverse of what 
you are suggesting -- increasing your revenue. 

Q. Yes, and if a carrier has a certain 
volume to haul to an ocean port and he has two alter- 
natives, and one is two or three hundred miles further 
away than the other port, ne is going to take a certain 
volume of traffic -- one hundred thousand tons -- his 
natural inclination, leaving aside port charges and 
things of that kind, would be to haul to the closer 
point, and if under a port utilization scheme he was 
forced to haul to the longer point, wouldn't there be 
some merit in giving protection to that carrier on 
the grounds of national policy for the utilization of 
ports? 

MR, DICKSON: Perhaps we should get clear 
what we have in mindzin "national policy”. We are 
not too sure ourselves, but from what you have just 
said it seems to me you have got the inference that 
we made a suggestion that there may be some statutory 
requirement, put it that way, on the railways to haul 
traffic to the more distant ports. What I have in 
my mind would be, rather than a statutory requirement 
on the railways, something to encourage the shipper to 
route his traffic that way. 

Q. I see, 

MR, DICKSON: Does that help clear up the 
point? 


Q. Yes, it does, and on that basis I think 


ANGUS, STONEHOUSE & co.LTo. Steeves,Dickson, Parks, cr-ex 14647; 
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ANGUS, STONEHOUSE & co.i.tTo. GSteeves, Dickson, Parks, cr-ex 14648 
TORONTO, ONTARIO (Macdougall ) 


you will agree with me that if a national policy were 


formulated to increase port utilization, if there 
are any burdens flowing from that policy you would 
agree they should not fall upon the railway or the 
railway should not be asked to bear them, but the 
country at large should be asked to bear any burdens 
that flow from an element of national policy? 

MR. DICKSON: Yes. I can't quite see there 
would be a burden, 

Q. We are hoping there would not be, but 
if it turned out that way, it should be borne by the 
country and not by the railway? 

MR, DICKSON: yes, I think that is a fair 
statement, 

COMMISSIONER MANN: Mr, Macdougall, before you 
leave that point I was interested in a remark you made 
a few moments ago, You said that in the case of trercks 
to two ports, the natural tendency for a railway would 
be to haul to the port which, in your example, was 
300 miles closer so as to maximize his revenue, 

Leaving aside ports. altogether “and export traffic, 
wouldn't that be a general principle in the revenues 
and rate structure, that the shorter haul always 
returns more than the longer haul? 

MR. MACDOUGALL: That is a matter of 
economics and a matter of assessing the factors that 
go into it, and I would think there would be cases 
poth ways, but the point I was making was the simple 


fact that if a man has two alternatives to perform a 
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ANGUS, STONEHOUSE @ co.LTo. Steeves,Dickson,Parks,cr-ex 14649. 
(Macdougall ) 


job of work and one is much cheaper than the other, he 
naturally would do it the cheaper way and maximize 
his net position, 

COMMISSIONER MANN: Doesn't it follow that 
the shorter haul achieves that objective? 

MR. MACDOUGALL: Probably not, I think in 
most cases the shorter haul would have a direct bearing 
on the cost, 

MR, DICKSON: There is another factor there 
too, and I should have suggested this earlier, If you 
are moving 100,000 tons, which you suggested, on the 
longer haul or the shorter haul, if youroshort+haul 
line was perhaps fully utilized, or almost fully 
utilized, and your long-haul line was not, that would 
have some bearing too on your cost of movement, 

Q. Yes, I can probably put it for you 
very clearly that Canadian National on most of its 
lines, if not all, are not at capacity and we could take 
a lot more traffic. We have got a great plant, but 
we haven't got all the traffic operating over it we 
would like, 

Mr. Dickson, before sitting down I would like 
to congratulate you and Mr, Steeves and Mr, Parks for 
the excellence of your presentation, I think it is a 
great arbiter for the maritimes to see you gentlemen 
here, who are going to replace Mr. Mann, to see how 
ably you have presented the maritimes picture, and on 
behalf of Canadian National I would like to congratulate 


each of you for your presentation, and also Mr, Smith. 
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ANGUS, STONEHOUSE & co. LTOOteeves, Dickson, Parks, cr-@x 14650 
TORONTO, ONTARIO (Macdougall ) 


MR. DICKSON: Thank you very much, Mr. 


Macdougall, and I must give some of the credit also 
to Mr. Armitage. 
MR, MACDOUGALL: Excuse me; I did not mean 


to leave out Mr, Armitage, 


---Shnort recess, 
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ANGUS, STONEHOUSE & co. Lro. Steeves,Dickson,Parks,cr.ex. 14651 
, TORONTO, ONTARIO 2 
(Sinclair) 


THE CHAIRMAN: Order, please. 
CROSS-EXAMINATION BY MR, SINCLAIR: 

Q. Mr. Dickson, basically your submission 
is a presentation of the problem that the Maritimes 
have not advanced economically as rapidly as other 
regions of Canada, and these should be rectified by 
a further transportation subsidy. Would that be 
correct? 

MR,DICKSON: The lagging behind economically 
is one part of our case, and we feel that 
transportation has a significant role to play in 
bolstering the economy of the Atlantic region. 

Q. What you mean by that is transportion 
could be used to stimulate economic economic activity? 

MR. DICKSON: Yes, that is right, Mr. 
Sinclair. 

Q. Or, another way of expressing it 
would be that transportation could be used as an 
instrument for national policy? 

MR. DICKSON: Can I refer to our brief and 
see what we said there, sir? 

Q. You said: "used as an instrument of...". 
I am saying that is the same as saying "used as an 
instrument for the carrying out of national policy'? 

MR, DICKSON: I wondered -- I thought we 
said "of", and I wondered why you said "for". 

Q@. You used "of", the same as --- 

MR, DICKSON: Perhaps you could explain to 


me the difference between "of" and "for", so I will 
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have it clear in my mind, 

Q. Yes. Well, maybe the reason for this 
is that if you used an industry for purposes other 
than basic provision of service on the same basis 
throughout the country, you involve that industry 
in distortions that do cause problems -- would you 
not agree with that -- unless it is clearly recognized 
that it is being used for purposes that do not 
possibly appear on the surface? 

MR, DICKSON: I am afraid I have not quite 
followed you yet, sir, Perhaps I am a bit dense, 
but -- 

Q. Let me see if you would agree with some 
of the evidence that has been given here and also 
some, I believe, of your evidence is that the use of 
the rate structure of offset geographical disadvantages 
or to de-emphasize geographical advantages of other 
regions can lead to difficulties, Would you agree with 
that? 

MR, DICKSON: What difficulties did you have 
in mind, just to clarify the point so I could answer 
it better, perhaps? 

Q. Would you like me to be specific? Let 
me give an example from the movement of sugar from 
Saint John to Montreal in comparison with sugar from 
Chatham to Montreal, and just to make it very, very 
clear to you, under your proposal I suggest to you 
that the result of the subvention would be to put 


Saint John sugar in Montreal at substantially less 
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transportation cost than Chatham sugar into Montreal ; 
and, furthermore, would result in a rate on the 
movement of sugar from Saint John to Montreal at 

a transportation cost of less than the movement of 
sugar from Montreal to Sherbrooke, Quebec? 

MR, DICKSON: I do not know what the rate 
on sugar is from Montreal to Sherbrooke, but your 
statement may be correct, 

Q. Do you not see that presenting the 
difficulties that I was putting to you a little 
earlier? 

MR. DICKSON: No. The Saint John Sugar 
Company, if it is to operate efficiently, must be 
able to compete in the larger markets of central 
Canada with the manufacturers located -- the other 
Sugar manufacturers located right at those markets, 
or very close to it, 

Qe Well, you know Mr, Alex Hillof a 
sugar company that is well known? 

MR, DICKSON: Yes, I have met him, 

Q. And he made some presentations to this 
Commission and he only went so far as to advance 
that he drew a threshold theory, and that is that 
the subvention should be extended so that the entire 
transportation cost to select territories would be 
covered? 

MR, DICKSON: Yes. 

Qe I suggest the result of your proposal 


is to go further even than that? 
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| MR, DICKSON: No, I do not believe that is 

a fair statement. Perhaps we should look at the rate 
from Saint John to Montreal which this proposal would 
result in. 

Q. Under your proposal, it drops to about 
14 point something or 15 cents per 100 lbs.? 

MR. DICKSON: I think it is 17 cents, sir, 

Qe You do. Twenty-two plus 33 reduction? 

MR, DICKSON: The present rate is 24 and 
if you take a 31.3 reduction on that, I think it would 
be. LTis 

Q. Let me put this to you. Have you checked 
out the rates, Mr. Dickson, to see whether the result 
would not be to put eastern manufacturers in the 
Montreal markets at a substantial disadvantage rate-wise 
over Maritimes manufacturers in the Montreal market? 

MR, DICKSON: When you say eastern 
manufacturers, what particular eastern part of the 
country? 

Q. Well, let me say in southwestern Ontario? 

MR. DICKSON: Yes, I think that is somewhat 
the same point as Mr. Macdougall brought up earlier, 
is it not? 

Q. I am not talking about people over at 
Sault Ste, Marie; I am talking about people who have 
traditionally competed in the Montreal market from 
southwestern Ontario. 

MR. DICKSON: No, I think I will have to 


disagree on the example I have here, anyway, Mr. 
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Sinclair. 

a. Have you checked them over, Mr. Dickson? 
I have been given a number that shows that is a fact, 
Have you checked them out? 

MR, DICKSON: The two I have here, sir, do 
not show that. Appendix 5, page 11. 

Q. Did you put sugar in that? 

MR, DICKSON: No, sugar is not in that one, 
oars Page ll is the canned apple products, Thornbury 
and Berwick, die proposal would mean 54 cents, The 
Thornbury would still remain at 423 cents, We would 
still be at an 114 cent disadvantage, 

Q. You pointed up that apple products 
quite a few times, so I worked out the distance on them, 

MR, DICKSON: Yes, sir. 

Q. Berwick, Nova Scotia to Ottawa -- is 
that not your example? 

MR, DICKSON: That is the example, yes. 

Q. And calculating the mileage via Digby; 
that is, the short mileage? 

MR. DICKSON: Yes, sir. 

Q. 705 mileage, according to the distance 
table, 

MR, DICKSON: You have used 54 miles for 
the Bay of Fundy distance? 

Q. Yes, 

MR, DICKSON: Yes, that would be right. 

Q. And Thornbury, Ontario to Ottawa on 


the distance table I have 329 miles. 
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MR, DICKSON: Thatis right, sir. 

Q So what you are asking for in that case 
is notwithstanding the calculation of the distance 
via the short route, via Digby, Saint John, you are 
asking for -- what is it, 275 miles? 

MR, DICKSON: Pardon? 

Q. You are asking for, notwithstanding 
the fact that the mileage I have calculated is via 
the short route, you are asking for a parity which 
would wipe out 275 miles, give or take a mile or two of 
transportation? 

MR, DICKSON: I do not see where you get 
the figure 275. Perhaps I am a little dense here in 
my arithmetic, but our rate -- 

Q. Do you want to make it a little higher 
than 275? I am working on averages, 

I mean, if you are not making it point by 
point,what I am saying is you are asking to wipe out 
about 275 of the total of 375. You are working 
averages instead of specific rates, That is why 
I dropped the 100 miles. 

MR, DICKSON: We are asking to lower our 
rates from Berwick so that we will be able to compete 
more closely with the shipments from Thornbury. The 
rates I gave you were 54 and 424, so the Berwick 
producer, while distance has been de-emphasized by 
the additional subvention there, he is still at an 
113 cent disadvantage with Thorbury. 


THE CHAIRMAN: That is what you mean by de- 
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emphasis? 


MR, DICKSON: Yes, I think that is it, Mr. 
Chairman, 

MR, SINCLAIR Q: It is the measure of de- 
emphasis that I am trying to bring into focus, I 
think the point , Mr. Dickson, is this: first, that 
the mileage I gave you from the Maritimes to Ottawa 
was via the short route? 

MR, DICKSON: Yes, that is the way I think the 
traffic is probably moving, 

Q. And secondly I took into account your 
averaging principle and I point out that the effect 
is to wipe out about 275 miles, give or take a few 
miles -- a mile or two -- to wipe out 275 miles, and 
that is the extent of de-emphasis which you are asking 

- this Commission to take into account. Maybe you would 
like to calculate it and see if my figures are right. 

MR. DICKSON: All right. 

Q. Let me put it to you another way on 
averages. See if we can agree on this: I am using 
the 1958 Board's Waybill Analysis. Based on the 1958 
Waybill Analysis, the effect of your parity proposal, 
I suggest, is that the Maritime shipper to Central 
Canada would, for example, first on the average move 
their non-competitive commodity rated traffic 591 
miles more than av‘shipper in Ontario-Quebec, but 
at the same sa om the de-emphasis in mileage 
that you are asking for on non-ccupetitive commodity 


rated traffic based on the 1958 Waybill Analysis is a de- 
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emphasis of 591 miles? 

MR, DICKSON: If yow figures are correct, 
I will accept your atatement, 

a. And, secondly, on the average the 
Maritime shipper would move their competitive rated 
traffic 479 miles more than shippers under competitive 
rated traffic in Ontario and Quebec. But, again, at 
the same rate, 

And, thirdly, on agreed charge traffic, the 
Maritime shipper would move his traffic on the average 
634 miles more than the shipper who is moving his 
traffie on agreed charges in Ontario-Quebecs that 
again at the same rate, 

Now, Mr. Dickson, subject to you checking 
those figures as to their accuracy ~- and they can 
be taken off pages 4 and 5 of the 1958 Waybill Analysis 
-- I ask you to tell this Commission where historically 
there is any Jaskifiestion for the obliteration or 
the etter obliterating distance between the Maritimes 
and central Canada? 

MR. DICKSON: The rate scales on the Inter- 
colonial originally were lower mile per mile than they 
were in Ontario and Quebec. For example, as we 
pointed out in the brief, the 1,000 mile Intercolonial 
seale was the same as those in Ontario and Quebec for 
a distanee of 500 miles, The mileage, in other 
words, would be cut in half. 

Q. Well, Mr. Diekson, I was wondering if 


that is what you would say because today from Halifax 
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to Toronto on column 100 and columm 45 rates, the 
rates that you pay are approximately 50 per cent below 
the rates for similar distance -- that is, you are 
paying about 50 per cent on either column 100 or 
column 45 rates that for similar distances would be 
made in Ontario and Quebec, 

MR. DICKSON: Yes, that may be true if your 
figures are correct, and I would think they probably 
are, But as I pointed out to Mr, Macdougall, how 
much traffic moves within Ontaric and Quebec on elass 
rates? I told him it was 1.2 per cent. 

Q. I agree it is very small, 

MR. DICKSON: You see, in -=< 

Q. Let us just cover this -- 

MR, SMITH: Would you allow Mr. Dickson to 
answer, please, Mr. Sinclair? 

MR, DICKSON: I'm sorry, Mr. Sinclair, but 
as I pointed out to Mr. Macdougall, too, in 1912 and 
earlier when this Intercolonial favourable rate 
structure existed, the class rates played a predominant 
part in traffic in Ontario and in Quebec. 


Q. And as for the traffic that is moving 


MR. DICKSON: Very small. 

Q. There is no disability in that traffic, 
because it is now approximately 50 per cent below? 

MR, DICKSON: Yes, I will agree. 

Q. I will ask you this now, so that I 


will team this up: I suggest to you that prior to 
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any of the general increases that became effective 

on April 7, 1958 -- that is, taking a rate April 1 or 
March, 1948 -- that the class rates which are now 
approximately 50 per cent of the scale in Ontario 

and Quebec, at that time were only 33 per cent below. 
So that, notwithstanding horizontal increases, you 
are in a better position today on class rated ‘partic 
than you were in 1948? Is that correct? : 

MR, DICKSON: That may be correct. I have 
no way of checking here in front of me, sir. 

Q. Well, these are all subject to your 
eheck, and if you cannot find the figures, you write 
me and I will show you were I got them, and you can 
Show us where we made a mistake, 

THE CHAIRMAN: And tell US. 

MR, SINCLAIR: If we made a mistake, of course; 
if we have not sede a mistake, of course the record 
is there,. | 

Q. You mention that was only a small aigtaes 
of traffic, so I suggest we take a look at the Board's 
Waybill Analysis for 1958, Take a look there at the 
non-competitive traffic from the Maritimes to Ontario 
and Quebec and the revenue per ton mile for the 
railways is 1.04 cents? 

MR, DICKSON: That is right. 

Q. For an average haul of 759 miles? 

MR, DICKSON: That is right, 

Q. Well, from Ontario-Quebec to the 


Maritimes the revenue is 1.2 cents for a haul of 864 milds. 
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MR. SINCLAIR: That is correct. 

Q. And on competitive traffic, maritimes 
to Ontario-Quebec, revenue per ton mile 1.57 cents. 

MR, DICKSON: Yes, that is right, 

Qe For an average haul of 656 miles, and 
this compares with Ontario-Quebec to the maritimes of 
2.74 cents per ton mile for 679 miles? 

MR. DICKSON: Yes, that is right. 

Q. These reductions, of course, are the 
billed rate? 

MR. DICKSON: That is the rate paid by the 
Shipper on maritime to eastern movements, yes. 

Q. So in so far as the maritime shipper is 
concerned he is much more able to compete in the central 
Canadian market than the eastern Canadian shipper is 
able to compete in the maritime market. You will 
agree with that now? 

MR, DICKSON: Would you mind repeating that, 
Mr. Sinclair, please? 

Q. The maritime manufacturer is now much 
more able, transportationwise, to compete in the 
eastern Canadian market than the eastern Canadian 
manufacturer is to compete in the maritime market? 

MR, DICKSON: I don't know whether you can 
make that general statement or not. 

Q. Based on his transportation charges? 

MR. DICKSON: If the eastern manufacturer 
ships to the maritime region and the maritime manu- 


facturer ships from the maritime region to the same 
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2; destination in the eastern region, both Shipments moving 
3 at the Class 45 rate, the Class 45 rate westbound would 
4 be lower than the Class 45 rate eastbound, because of 

5 the subvention, 

6 Q. I gave you columns 100 and 45 and I 

‘| gave you averages on non-competitive traffic and average 
8 on competitive traffic, and I then put the question to 

9 you generally in light of the facts we agreed to 


10 subject to your check, and I put it to you again: in 


11 light of the various segments of traffic, whether 

12 the class ,commodity, competitive, or otherwise, that 
13 the maritime manufacturer today is transportationwise, 
14 much -- and I will put the word "more" in -- much more 
15 able to compete in the eastern Canadian market than 

16 the eastern Canadian manufacturer is in the maritime 
17 market. 

MR, DICKSON: The eastern Canadian manu- 
facturer has the large eastern market right at his 
doorstep; the maritime manufacturer has only the scat- 
tered populations of the maritimes, and if he is to 
operate economically he must be able to compete more 
evenly with his central Canadian counterpart in the 
larger central Canadian markets, 

Qe You see, maybe eastern Canadians like to 
sell their products in ail markets? 

MR, DICKSON: I think they do. 

Q. They would not like to forego their 
rights and ability to sell in the maritime markets and 


they wouldn't like to have too great a disparity in their 
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2 ability to compete in the maritime market, Don't you 
3 think that would be a normal reaction of the eastern 

4 Canadian manufacturer? 

5 MR, DICKSON: I would suggest that if that 


6 is his reaction perhaps he should be here, 


7 Q@. Do you think he hasn't been here? 
8 MR. DICKSON: I know of one being here, yes. 
9 Q. He was here in force, Of course, even 


10| though a Shipper doesn't come forward --- 

a MR. DICKSON: There is one thing I should add, 
12/| This particular manufacturer we are talking about is 

13]/ more concerned, is he not, with his competitive position 
14/ in central Canada than his competitive position in the 
15| maritimes? 

16 Q. Oh, I don't know; he has such great 

17 disability in competing in the maritime market against 
the advantages of the maritime manufacturer in his home 
markets, Do you not think, for instance, that you 
would have almost a dual with an awful lot of eastern 
manufacturers if your proposal were carried out? 

MR, DICKSON: Oh, I don't think so, sir. 

Q. Let me sugget to you that if an eastern 
manufacturer were shipping to Montreal and the effect of 
your ,;roposal was to give the maritime manufacturer a 
lower rate into Montreal -- and I am asking you to 
accept my statement because it can be demonstrated 
that this will happen under your proposal -- don't you 
think that the eastern manufacturer would immediately 


say: "At least I must be given parity. I am the short- 
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2 haul shipper; this is my traditional market. I cannot 


3 have my market destroyed by this maritime proposal"? 


4 MR. FRAWLEY: Those are certainly comforting 
5 words to me, 
6 MR. SINCLAIR: I said he will demand it; I 


7 didn't say he would get it. 

8 Q. You would expect there would be some 

9 demands? 

10 MR. DICKSON: I would expect there would be 
11 some demands, If the proposal we put forward increases 
12 the economy of the region, as I suggested to Mr, 

13 Macdougall this morning, then the central Canadian 

14 manufacturer may be getting a greater share of the 

15 maritime market regardless, 

16 Q. You have two prongs, one historical, one 
17 economic, and they were alternatives, but you answered 
18 my friend Mr. Cooper by saying they were interrelated, 
19 Do you really mean that? Do you mean that they are 
20 joined together or that they are two alternatives, 

a that if you lose on the historical you can win on the 
22 economic, or if you lose on either you lose on both? 

23 MR. DICKSON: No, I think I will stick to 


24) what I said to Mr. Cooper. 


25 / Q. They are interrelated? 

26 MR, DICKSON: Because when Confederation was 
27 conceived there were two ends perhaps to be met. There 
28 was a political end, that is to unite the colonies; 


29 there was an economic end that traffic and trade must 


_____30| flow between them. The political end was to be met 
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by the economic end, Today the political end is 

no longer necessary because it has been achieved; Confeder- 
ation is a fact, the provinces are united, But the 
economic situation is there yet, and we in the Atlantic 
provinces need something to bolster up our economy. 

The political end might be called the historical part. 

Q. And the interpretation of that is done 
to your complete satisfaction, indeed, to the maritimes, 
by the Duncan Commission? 

MR. DICKSON: The Duncan Commission felt that 
its action restored the disruption that took place in 
the rate structure between 1912 and 1923, Ll am saying 
that today there has been a disruption since the Duncan 
Commission report and the relationship should be 
restored and thac the economic situation of the Sree 
is such that we need some assistance, 

Qe Well, Mr. Dickson, the Duncan Commission 
looked at rate changes rather than rate levels, did they 
not? They looked at the change in rates, not in the 
level of rates? 

MR, DICKSON: The Duncan Commission said that 
the maritimes 100 had become 192. 

Q. That is measuring change rather than level 
is it not? 

MR. DICKSON: That is right. I was just 
going to add that the 100 rest of Canada had become 155. 

Qe That is measuring change,not level? 

MR. DICKSON: Yes, that is right; they 


measured the rate of increase, 


_— at bas Leo tsbtog edd yYshol one otaonas® ont = 


7 
iA 


be Ind {boyeldos>aesd ean ae 96vS9Sd YxseRo9eR xognol « 


7 
‘OR Jes .Dsdiny ons agortvotg: ont sae & at wos | 


olvasizA sat at Sw DAs . dey eter? af notvasane oknonoss | 


| i 
«Ysiotons #6 gw astelod ot natridemoe Bean seontvong 


tj 


,Fomisizsn ont og ,bsobuk  wotdontalise at [ano TOY oy 


| 

| 

eorsa [eotioveiAd oad Boliso ad idgim. bre & ‘soidi log edT f 
f 

) “nolsatameS neoawd sxe we — hor 

| 


bas SIOl msewisd. exptowete Stat eal at 
| Msoned sat sonmke Dotigutath 6 need BBN oxg ang yeboI sai | 
od pivona gidenokdsiss adv bat Bae talet- i ¢ ix okuatmmod 


ot 
holsei ot.to mobtsutie ofmcndoo eat tant hme heroveos.. f 


- 

; ’ ; on i 

. .8nnste boss sm boomy ow ¢sad getie: eb a 
; = . : 4 

i id 3 ») ‘ ¢ uty % Sa al 7 Wi Bi (J sa | as fe W * S ; 


{ } ‘ ¢. m a, ‘ab wre ot ora : ab , . emis : ¥ . N 
| Von OL5 ,efevel ster wen? wesdat soynsdo sda oe besocol 
P } 3 bbe YS eee P ‘ baat ae a ie 
AS tin SO Boden of sensio ond te bexool yard? . goa’ 


esse to foveL 


‘ *, tad 
a, eee 7~ _— "\ So ercatl snatin Mey oun Try hy 
Me Ba AMOLGE.TNO feorud ont'T reel oes re eae | a4 
Btu 


peak Sma6 ood baa aleNe esmli iven ba 
4 


fovel wadd ~sigsx sgn ans SALSTE SER sf t2dBi Vo | ‘ 
, eee 


ten). ep7 I. .dagie ak tsat + hOeOId ms Ae 


-Col emoosd Ssh sbetisd to sear Oo ae alas hia 08. pai his 


a Sedln ‘don syns do. pee 5 onl me < ots 


weds Fh sia at aan bik. res a 


=i 


ANGUS, ie oe & CO. LTO. Steeves, Dickson, Parks, Cr-@x 1466 
+ ONTARIO (Sinclair) 


2 Q. And then they went on to say that they 
3 were making adjustment once and for alls; that is a 


4 very famous phrase? 


5 A, We have heard that before, yes, 


6 Q. That is correct, they did say that? 

7 MR. DICKSON: They did say that, Whether 

8 they were correct... 

9 Q. And legislation was passed? 

10 MR. DICKSON: That is correct. 

11 Q@. I think this is very important, Mr.Dickson. 


12 Legislation was passed by way of the Maritime Freight 


13 Rates Act, which, in accordance with the Duncan Commis- 
14 Slon, limited the relief granted to the area which was 
15 served by the Intercolonial Rallway} that is, it didn't 
16 extend the relief beyond what were the Intercolonial's 

17 western terminals? 

18 | MR, DICKSON: es, 

19 Q. And it provided further this once and 

20 for all adjustment in the statute, these rate levels -- 


21 it is in Section 3(2)(b ) of the Maritime Freight Rates 


22 Act. Possibly I should read it to you because you 


23 seem to have overlooked it, It states: 

24 "All persons or companies are... 
25 The Board of Transport Commissioners, 
26 hereinafter called 'The Board',is 

27 authorized and directed to... 

28 (b) maintain or cause to be mainted 
29 such substituted tariffs, subject to 


a all provisions of the Railway Act 
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respecting tariffs ortolls not incon- 

Sistent with this Act, on the general 

rate level of approximately twenty per 

cent below the tolls or rates existing on 
the lst day of July, 1927, while the cost 
of railway operation in Canada remains 
approximately the same as at the said 
date, but" -- 

and this is what I would like to emphasize -- 

"-- the Board may allow the increase or 

reduction of such tolls or tariffs from 

time fata to meet increases or reduc- 

tions, as the case may be, in such cost 

of 6pevations, ~ ." 

My suggestion to you is that the effect of your proposal 
as advanced to this Commission would be to repeal that 
section, Do you agree with that? 

MR, DICKSON: I think this is a legal question 
which I don't feel qualified to answer, sir. 

Q. I don't want it to be a legal question, 

I want it to be a factual one, Is that not the effect? 
Do you understand what I am asking you? I don't want 
you to answer if you don't understand the implcation 

of the question I put to you. 

MR, DICKSON: I don't understand your question, 
and I wondered if it wasn't a legal question, which I am 
not qualified to answer. 

Q. Let us see if we can agree on some facts 


and maybe you will understand the implication. As 
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wages and material prices increase there is an increase 
in the cost of transport dependent upon the amount of 
service provided, There is a relationship as regards 
the service provided? 

MR, DICKSON: That is right, yes, 

o. And so that as costs go up the longer 
haul costs increase more than the shorter haul, 
generally speaking? ~ 

MR, DICKSON: I don't know, sir, about that, 
but I will accept your statement for now. 

i And if the effect of your proposal is 
to obliterate di tans amounting to 400, 500, 600 
miles from having any cost increases, I suggest to you 
that that is in effect a repeal of section 3(2)(b) 
of the Maritime Freight Rates Act? . 

MR, DICKSON: I think you have misunderstood 
us there, We are not suggesting that the railways 
cannot in the future increase their rates in line with 
the increased cost of operation, 

Q. Mr, Dickson, you have misunderstood me, 
I made it clear I was talking of tolls, and that is 
what people pay. The tolls would increase with in- 
creased cost of operation. Under your proposal the 
tolls would not increase in accordance with increase 
in cost of operation, That was the purport of my 
question. 

MR. DICKSON: You are making a distinction 
between tolls and rates. You say tolls are what the 


people pay and rates are what the railways receive? 
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Q. I am saying that is what these people ~ 
will pay under this Act and the tolls that are substituted 
is what the people are billed, and these tolls should 
be increased with increased cost of transportation, 

Now, under your proposal you, in effect, repeal that 
section because you do not enable tne tolls to be 
increased with increased cost of transportation, but 
the tolls only to reflect parity with shorter hauls 
in Ontario and Quebec? 

MR, DICKSON: I wonder if this isn't a legal 
interpretation of the word "tolls" again? 

Q. Call the tariffs, tolls; I don't care -- 
what the people pay. 

MR, DICKSON: We do not suggest that the 
railways should be prevented from increasing thelr yates 
in their tariffs to reflect the increased cost of opera- 
tion, provided they have proven to the Board of 


Transport Commissioners the increase is necessary. 
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What we are suggesting is that there may be annual 
measurement between the average rates published in 
the railway tariffs as recorded in the Waybill 
Analysis between the Maritime to eastern movements 
and the eastern to eastern movements, be reflected 
by a subvention reduction on the rates in the railway 
tariffs paid by the Maritime shippers. 

Q. Precisely; that is exactly the point I 
put to you. 

MR. DICKSON: Well, I can't see the difficulty 
we are having then, sir. 

Q. Well, if you say it is argument, maybe 
I will leave it there. 

The reduced billed tolls, rates, whatever 
you want to call them, under the Maritime Freight 
Rates Act are specifically applicable only to a 
given tariff; correct? 

MR, DICKSON: That is right. 

Q. And that select territory defined? 

MR, DICKSON: Yes, 

Qe Under your proposal the additional 
subvention would be to extend the preferred area to 
the entire movement for a part of the subvention; 
correct? 

MR, DICKSON: The additional subvention we 
suggest should be paid on the entire movement, that 
is right. 

Q. And so would you not agree that, in 


effect, you are extending the area to which the 
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subvention applied substantially further than the 
select territory as laid out in the Maritime Freight 
Rates Act? 

MR, DICKSON: Would you mind repeating that? 

Q. That you are extending the territory 
over which the subvention would apply substantially 
beyond the select territory as set out in the Maritime 
Freight Rates Act? 

MR, DICKSON: The additional subvention we 
suggest would be paid on the through rate on movements 
to the eastern region, and since the eastern region 
runs as far west as Fort William, then conceivably if 
you had a movement to Fort William, on that particular 
movement it would apply on the through rate. 

Q. That is contrary to the principle of the 
Maritime Freight Rates Act now in the statute? 

MR, DICKSON: Yes, it only applies to select 
territory. The reduction is only on the portion 
earned within the select territory. 

COMMISSIONER MANN: Mr. Sinclair, you were 
referring to section 3 subsection 2, subsection (b) 
of the Maritime Freight Rates Act, and you mentioned 
this proposal would repeal that subsection? 

MR, SINCLAIR: Yes. 

GOMMISSIONER MANN: Do you consider that 
the increase in the subvention rate that was made 
in 1957 did, in effect, repeal that subsection? 

MR. SINCLAIR: Well, Mr. Mann --- 


COMMISSIONER MANN: That is a legal question. 
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MR, SINCLAIR: The only thing that I have seen 
that increased it from 20 to 30 per cent is a letter 
from the Minister of Transport, from Mr. Marler, and 
I have seen no legislation, and I don't want to be 
challenged by my friend Mr. Frawley, but I don't think 
it is possible under our constitution to change the 
Maritime Freight Rates Act by a letter, 

COMMISSIONER MANN: Well, I wondered what 
position the Board is placed in when it publishes 
normal rates for Canadian Pacific, 

MR, SINCLAIR: I think the Board is likely 
placed in a rather difficult position, but it also 
got a letter from the Minister, 

COMMISSIONER MANN: Canadian Pacific has 
never mentioned this to the Board or the Minister? 

MR. SINCLAIR: The Canadian Pacific mentions 
many things to ministers, but that does not mean to 
say they do much about it.-- and, of course, Mr, 
Marler is no longer there, 

COMMISSIONER MANN: No; I have heard about 
that. 

MR, SINCLAIR: Q: Mr. Dickson, you have 
made a substantial case, I suggest to you and your 
associates, on the economy and the difficulties of 
the Maritime provinces, 

MR. DICKSON: Yes, sir. 

Q. If that economy should be stim lated 
in the national interest -- if it is...? 


MR, DICKSON: Yes, sir. 
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Qe Let us assume it should be, then that 
could be done in a number of ways such as special 
low interest loans to Maritime industries; that could 
stimulate industry? 

MR, DICKSON: Yes, that is quite so, 

Qe Or by special direct grants to special 
industries in the Maritimes; that is another way? 

MR. DICKSON$ Yes. 

Q. And there is no reason why transportation 
has to be picked on as the method to stimlate the 
economy, is there? 

MR, DICKSON: No, sir, I think Mr, Parks 
answered that in reply to Mr, Brazier yesterday, that 
transportation is one of the factors that will help 
stimalate the economy. 

Q. But I am suggesting to you that an 
absolute and active and completely controlled measuremen 
can be kept industry by industry in the Maritimes 
through the use of special grants or matters of that 
kind, and economically this would result in a better 
allocation of resources as it would give better control. 
Would you not agree with that, as an economist? 

MR, DICKSON: I think we will have to ask 
our economist, 

Qe Well, I am asking you as a many-headed 
gentleman, 

MR, PARKS: There are, of course, a number 
of measures which could be taken in addition to 


transportation as elements of a national policy to 
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stimulate economic development in the Atlantic 
provinces or any depressed area, 

Q. My question was, by the use of special 
grants it would result in better control and better 
allocation of resources, and therefore, economically, 
such stimulation would be preferable to a transportation 
subsidy and problems it creates? 

MR, PARKS: You are referring to an industry 
which has at the present time some natural advantage 
in the Atlantic provinces? 

Q. Or potential advantage? 

_ MR. PARKS: Or potential advantage, 

Qe Or aubjeet to at least a justified 
experiment’ even if it is not demonstrably naturally 
potential, 

MR, PARKS: Yes. A number of proposals have 
been made at various times by the governments of the 
four provinces in this regard, and they have now 
initiated a study to determine which of those policies 
would be best adaptable to promote the economic 
growth of the province, 

Q. And as an economist you would agree 
if this came to fruitition this would be more beneficial 
than a transportation subsidy such as you are proposing 
and would result in a greater advantage to the 
Maritimes and to Canada because it would not result 
in the distortions that can flow from some of the 
proposals that have been made? 


MR, PARKS: I have difficulty in answering 
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that questicn directly because the study has just 
been initiated and we don't know at the present time 
what effect any one of these policies might have 
separately. 

Qe Thank you. I have just two more points, 
One of the things, Mr. Dickson, that concerns you 
is the impact of the 17 per cent increase on compe titive 
rates and agreed charges in the Maritimes and 
central Canada, and you, in your brief, set out a 
table which showed, as you said, the intensity of 
competition in the agreed charge sector being measured 
by the rates containing escalator clauses, This is 
the point I mentioned to you and said I was going to 
ask you about, 

MR. DICKSON: Yes, 

Q. In looking at the eastern group of 
the 400 odd agreed charges --- 

MR, DICKSON: The other-Canada group. 

Q. Yes, I am sorry. You have not excluded, 
I suggest, agreed charges carrying expiry dates of 
which there are a very substantial number. We have 
counted them -- twenty-two I have counted, and I am 
not going to say there are not more -- that do bear 
expiry dates and which have been increased from time 
to time in accordance with the expiry dates, and this 
was another method of getting increases for agreed 
charges rather than having escalator clauses, 

MR, DICKSON: Yes sir, we have included in 


the figure of 444 those agreed charges which contain 
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expiry dates, 

MR. FRAWLEY: What is the page reference, 
Mr. Dickson? 

MR, DICKSON: That is paragraph 100, page 
26. I wonder if the railways were wishing to 
maximize their revenues on these agreed charges that 
contain expiry dates, if they would not try to put 
the original escalator clause in it which would have 
made those agreed charges subject imme diately upon the 
grant of an increase by the Board of Transport 
Commissioners -- made them subject to an increase 
immediately upon the granting of such an increase by 
the Board of Transport Commissioners, 

Q. As you know, Mr. Dickson, the railways' 
agreed charges are a matter of contract and the 

« 
circumstances in some cases make it such that they 
are able to get an expiry date which enables them to 
re-negotiate even under a year in some cases --+ very 
Short periods? 

MR, DICKSON: Yes, 

Q. ecooWhich is to their advantage, and it 
may be the expiry date shows less intensity of 
competition than even an escalator clause, That is my 
Suggestion to you? 

MR. DICKSON: My understanding is most of 
those that have expiry dates apply on lumber and logs 
and other forest products, and I think that they are 
made to cover a particular cut of wood -- as you might 


say in the Maritimes -- and perhaps there is no need 
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of extending the agreement after the job lisa 
Therefore, it seemed to me that the absence of an 
original escalator -- the one which would subject 

the agreed charge immediately to the increase when 
authorized by the Board -- would indicate a weakened 
eehsetative position, 

Qe Well, you and I may disagree on that, 
But, you have included the ones ud bh estidoey dates? 

MR, DICKSON: Yes, that is right, 

Q. And the other type of agreed charge 
which you have included in there, I suggest wrongly -- 
and, of course this affects the comparison you are 
making -- is that you have got included in there 
the number of agreed charges that are worked on a border 
combination, 

MR, DICKSON: I wonder if you might clarify 
my mind on that. You used the term "border combination" 
the other day, and I wonder if you would clarify what 
you mean by that, 

Qe Let me give you an example, 

MR, DICKSON: Yes, 

Qe The competition that is being met is 
U.S. rail and truck competition from border points, 

MR, DICKSON: That will be a shipment 
originating in Detroit moving to Sacraton, B.C. and 
then by truck to New Westminster -- no, that is not 
a good example -- to Victoria, 

Q. Oh, you can get examples from the west 


coast into the prairies, and from eastern Canada to the 
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prairies, and from eastern Canada, on copper, into the 
prairies and western Canada; you can get examples 
anywhere where you can make U.S. rail connection and 
truck from border points, 

MR. DICKSON: That is what I wanted to get 
clear in my mind. You say there are a number of those 
agreed charges included in the 4i° 

Q. Yes, that is what I heve been instructed, 

MR, DICKSON: I wonder if you would have any 
indication of how many? 

Qe. No, we would have to check them, All I 
can say is there are a number, I don't mean one on 
two -- I mean there are more than two -- substantially 
more than two. 

MR, DICKSON: I wonder if this changes the 
validity of our argument, If, again, you were anxious 
to maximize your revenue on those agreed charges, wouldn'! 
it be possible to put into the agreed charge an escalator 
such as the deferred escalator, and I will re-word that 
the way I think you may be able to put it into the 
agreement: 

"Tf any general increase in freight 
rates be ordered by the Interstate Commerce 
Commission the agreed charge set out in 
paragraph D of this agreement shall be 
increased in the same proportion except 
that no increase shall be made until the 


agreement has been in effect for a period 
as 


of one year." 
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Q. You don't make that seriously? 

MR. DICKSON: Why not make the agreed charge 
subject to the U.S. increases immediately authorized 
or one year later? 

Q. For the simple reason there are two 
factors you are measuring -- border combinations, and 
if that was the only time they were going to be 
increased, then we would not be able to increase then, 
without giving notice of cancellation, when truck 
rates went up. And truck rates do go up in this 
country, you know. 

MR, DICKSON: Yes, that is right, but also 
in some of these ones made to meet U.S. competition 
it will be made to meet rail rates as well as rail 
and truck rates, too. Wouldn't that be a correct 
assumption? 

Q. There may be some, but the ones I am 
talking about are border combinations, So, my point 
to you is that these tables contained in paragraph 100 
at page 26, adjusted for other situations and 
conditions, may very well show that the relationships 
of the escalator clauses are approximately in balance, 

MR. DICKSON: Subject to whatever revised 
figures you have and subject to the qualifications I 
have made, 

Qe Then, in spite of the other element -- 
that was the competitive rated traffic -- I suggest 
to you that your difficulty here was that you didn't 


have readily available to you all the traffic movements 
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2 and all the rates and all the revenues, but that if 

3 they were, or a sample of them -- 1 per cent or whatever 
4 kind of samples you have available for your other study 
5| -- that if you had had that kind of information it 

6 would have been preferable to looking at individual 

7 rates as you did in your appendices 6, 7 and 8, 

8 MR, DICKSON: If we had had volume figures 

9 available to us we seat y would have looked at them, 
10 Q. To measure impact in dollars you would 
11 use revenues rather than --- 

12 MR, DICKSON: Revenues and the other one -- 

13] we should look at both of them, and they are not 

14 readily available to us, 

15 Q. But they are available to the railways 
16) and we are making that study, and that informetion is 
available in the material of Canadian Pacific which 

is the balance of our presentation ina which is now 
available to you. 

MR. DICKSON: I do hope -- I am glad to hear 
you say that, because I do hope in your presentation 
you will set out clearly the point you have just made 
so that we can examine it. 

Q. It is there, and Mr. Smith will be 
there to follow out any instructions you may wish to 
give him about asking questions of the traffic officer 
of the company, and we will stand behind the study 
when he appears, 

Now, this is my final question to you, If, 


as I have suggested, there is no deterioration in 
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your position, in the competitive forees that 
prejudicially affect the Maritimes, transportation-wise, 
but notwithstanding that, you have economic difficulties 
which I certainly am not going to deny in the light 

of the evidence you have presented, then do you not 
think in your emphasizing the transportation factor 

you are weakening your position rather than attempting 
to strengthen it? 

MR, DICKSON: That is a question of opinion 
again, isn't it? 

Q. And if you were going to look at all 
carriages and try to look at them objectively -- water, 
truck, rail -- and you wanted to treat them alike, 
would you want to place on them the same obligations? 

MR. DICKSON: What obligations do you have 
in mind? I have heard you mention that term before, 

Qe Unjust discrimination, penalities for 
non-compliance with rates as filed? 

MR, DICKSON: We suggested --- 

Qe Appeals to the Governor General-in-council 
says Mr. Mauro -- that, of course, is one I am sure 
no fair minded person would expect anybody to be under -- 
so, I didn't put it, but Mr. Mauro did. Would you 
expect all these other carriers to have the same 
obligations and limitations on their activities? 

MR. DICKSON: We have suggested that if the 
trucking industry and the water carriers are to 
participate in this new subvention that they should 


file their rates with the subvention authority and 
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that they must be properly licensed and franchised 
and they must charge the rates filed. 

Q. And would not be allowed to discriminate 
unjustly or give undue preference? 

MR, DICKSON: Perhaps I could continue: the 
proposed legislation would carry sanctions against 
fraudulence, 

Q. Now I am adding undue preference and 
unjust discrimination? 

MR, DICKSON: Well, I think the only thing 
I can say is that I will stick to what I have said 
in the submission, that we are not suggesting any 
further regulation for the other carriers, and that 
is set out there. There may be some found necessary 
by the subvention authority, and if that is so we 
will have to look at it. 

Q. On the water carriers, this could 
involve tramp steamers? 

MR. DICKSON: No, we have tried to say in 
our brief, but perhaps not too clearly, that it will 
be only the steamship companies providing a regular 
scheduled operation. 

Qe Why would you, for instance, eliminate 
tramps who are ready and providing competition? 

MR. DICKSON: A tramp steamer is something 
in the nature of a private carrier, is he not? He 
is probably on charter -- time, or trip or something -- 
to the shipper or the receiver, 


Q. I am talking about regular tramps. I am 
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not talking about charter vessels, They are just 
picking up goods. I am using "tramp" in the sense 
they are not under charter -- "true tramps", let me 

put it that way. 

MR, DICKSON: I am sorry, but it seems to me 
once the vessel starts providing a scheduled service 
it is not a tramp steamer, 

Q. I am not talking about scheduled service, 
They are tramps and will take whatever they can find, 
and you don't know when they are coming in -- it may 
be shortly before they arrive. They are providing 
some competition now, and what you are doing is not 
making them -- you are excluding them from your 
additional subention. 

MR. DICKSON: Yes. 

Q. And you are excluding them for the 
reason that you feel they are not worthy of the 
Subvention? Why are you excluding them? They are 
now a competitive force, 

MR, DICKSON: Not a very substantial one, I 
would expect. I would think it is the scheduled 
services and the private services or the charter 
services that are the more important competitive force 
and, frankly, I hand't given consideration to the 
tramp situation, but I think that we should try, rather 
than encourage something of that nature, to encourage 
the growth of the scheduled services. 

Q. Mr. Dickson, it has been suggested here 


by the truckers that the effect of the Maritime Freight 
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Rates Act as now in force is sometype of disability 
to them, and particular reference was made to the 

fact that subventions under the Maritime Freight Rates 
Act were given on competitive rated and agreed charge 
traffic, It is the position of Canadian Pacific 

that it would be equitable if the Maritime Freight 
Rates Act subventions did not apply to competitive 
rated traffic. Would you agree with that? 

MR, DICKSON: No --- 

COMMISSIONER MANN: Or agreed charges? 

MR, SINCLAIR: Well, that is competitive 
rated -- I said "competitive rated". 

MR. DICKSON: The Maritimes Transportation 
Commission, in our submission, is not suggesting any 
change in the Maritime Freight Rates Act as it 
presently applies. 

Q. I said, would you consider it would be 
equitable that the Maritime Freight Rates Act 
subventions would not apply to competitive rated 
traffic? 

MR, DICKSON: No. Again, we are back to our 
brief: we are not suggesting any changes, so our 
position must be that the situation is all right as 
it is. 

MR. SINCLAIR: Mr. Dickson, you, Mr Armitage 
and your other group here had a most difficult point 
to make, I do admire the ingenuity, the resourcefulness 
and the very fine way that you have put forth what I 


consider to be a most difficult position. 
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MR, DICKSON: Thank you very much, Mr, 


Sinclair, Coming from you I do certainly appreciate 


that, 


---Luncheon adjournment, 
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~--On resuming at 2.00 p.m. 


---BY COMMISSIONER GOBEIL: 

Q. Mr. Dickson, yesterday and today it 
seemed to me that serious doubts were expressed by the 
different counsel as to whether your proposition did 
not mean a revision of the Maritime Freight Rates 
Act based, as Mr, Sinclair put it I believe this 
morning,most essentially or basically on the economic 
consideration; and he also said, and I got that 
impression, too, that the proposition which was put 
by the Atlantic Sugar Company for an increase of the 
30 per cent to 100 per cent subvention within the 
select territory would be more in line with the 
Maritime Freight Rates Act; and, on your page 34 there 
in all the paragraphs on that page you list the reasons 
why you would not favour 100 per cent subvention, of 
which there are three; the way I see it eliminating 
competition and no periodic review to take care of 
the different conditions, and not the same terms, not 
the same advantage for short or long hauling. 

Which of those three would you say are the 
most important? Or, are they just the same? 

MR, DICKSON: Mr, Commissioner Gobeil, I 
think I would like to answer that like this, We 
feel that the up-dating of the Maritime Freight Rates 
Act must be done with the three requirements that we 
have set out in paragraph 123, and the proposal of 


the sugar refineries did not fit all of those 
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1 
2 requirements, and for that reason we rejected it, 
3 Q. That is your reason, but if one takes 


4 it for granted that by doing this you are going out- 
5 side and changing the spirit of the Maritime Freight Ratés 


6 Act, those are the three serious objections you had 


7 to what Atlantic Sugar was suggesting regarding the 

8 100 per cent subvention? 

9 MR. DICKSON: We tried to set out there 

10 the difficulties possibly inherent in the 100 per cent 
11 subvention and how perhaps they did not meet the three 
12 requirements which we felt that the up-dating of the 
13 = Act should meet, 

14 I don't agree that we are going outside the 
15 intent of the Maritime Freight Rates Act. The 


16 intent, as we interpret it, was to enable us to enjoy 


17| the larger markets of Canada, and our proposal, we 
18; feel, would do that, 

19 Q. Your proposal will mean the subvention 
20 of 31.3 per cent on the through rate? 

21 MR, DICKSON: That is right. 

22 Q. It was intimated to me yesterday that 


23 -- and this would be paid by the government? 


24 MR, DICKSON: Yes. 

25 Q. It was intimated to me yesterday that 
26 your proposal would mean more than 100 per cent sub- 
27 vention, Do you think that is right? 

28 MR, DICKSON: Yes. I am afraid Mr. 

29 Sinclair left that impression this morning, too, and 


Boi I should like now to correct that. I gave Mr.Sinclair 
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a rate on sugar from Saint John to Montreal, which 
presently is 24 cents. Our proposal, at the 31.3 
per cent subvention, would make that rent 17 cents. 
The Acadia-Atlantic proposal Would make that rate 9 
cents. 

Q. Does that mean that your proposal -- 

I don't want te state any one rate, as I don't know 
enough -- but it will cost more to Canada in disburse- 
ments at the end of any year by your proposal or by 
100 per cent subvention in the select territory? 

MR. DICKSON: I was trying to recall, Com- 
missioner Gobeil, the cost that the Sugar people 
estimated theirs at, and I cannot, so I cannot compare 
it with the cost of ours there, But on this one rate, 
I think it illustrates the sugar proposal means a 
lower rate than ours. 

Q. But it might be possible that your 
proposal might mean more money in subvention than 
100 per cent subvention within the select territory? 

MR, SMITH: No, it is the other way. 

MR, DICKSON: I rather think it might be 
the other way, but I really would have to sit down and 
gee what “Mr.* Hill has estimated his cost at, a 
amacvised that he says it is $480,000 on the 1958 
experience of Acadia-Atlantic, but how that relates 
to the all-maritime traffic, I cannot say. 

THE CHAIRMAN: I think he mentioned $15 
innillion, 


MR. DICKSON: $15 million additional? 
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THE CHAIRMAN: Yes. 

MR, DICKSON: Well, then, ours would be on- 
siderably less, We, a& you recall, have an estimate 
in our submission of 64 million, and I think we 
indicated in mr presentation that we felt this was too 
low. But I am sure it would not increase to $15 million, 

COMMISSIONER GOBEIL: No. 

MR. SINCLAIR: I think, Commissioner Gobeil, 
that probably swings on the length of the haul in relatio 
to the mileage and how the rates are constructed mileage- 
wise, and you would have to check the rates out. But 
the easy one, I think, would be to take Fort William 
and then work it on a rate to Fort William, 

MR, DICKSON: That is true, Commissioner 
Gobeil. 

MR, SINCLAIR: There would be no argument 
about that one, 

MR. DICKSON: If you go as far west like 
Fort William is to central Canada then our proposal would 
give more of a reduction in the rate than Acadia- 
Atlantic's, 

COMMISSIONER GOBEIL: Q. I have only one 
more question, Mr. Dickson. 

For the Maritime Freight Rates Act's purposes, 
a great deal of Quebec is maritime, too; as you know? 

MR, DICKSON: A part of Quebec is included 
in that area, that is right. 

Q. I have got the impression -- I know very 


little about freight rates -- but I have the impression 
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that your Commission and your proposal is working too 
much to the advantage of the Quebec section of the 
Maritime Freight Rates Act, and what I have in mind, 
for instance, with your proposal a man who is shipping 
from Beaumont, say, which is five miles from Levis and 
seven miles from Quebec City, right now what he would 
get from the Maritime Freight Rates Act is almost 
nothing; isn't it? 

MR. DICKSON: Yes, that would be true, 

Q. With your proposal, those people in 
Levis would get a terrific advantage over the rest of 


the maritimes because they would get the reduction of 


a straight 30 per cent right up to Toronto; isn't that 


so? 

MR, DICKSON: If the rates from Beaumont 
were --- 

Q. It is three miles inside of the select 
territory? 


MR, DICKSON: Yes 5 If the rate from 
Beaumont were considerably lower than the rate from a 
point in the Atlantic provinces, and if the additional 
subvention were applied to the Beaumont rate, then it 
would widen the spread that presently exists between 
the Beaumont rate and a rate from a point within tne 
select territory, for both would be getting the same 
reduction because of the workings of the horizontals 
in reverse, It would widen the spread, 

Q. If Beaumont would be within three miles 


of the select territory, they would get the straight 
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30 per cent rate up to Toronto; or, am I wrong? 

MR. DICKSON: If the additional subvention 
were paid on the Beaumont rate, yes. 

Q. Why would it not be? 

MR. DICKSON: We have not suggested that 
the additional subvention be necessarily confined to 
the present select territory. We have endeavoured to 
show that the additional subvention is necessary for 
the economy of the Atlantic provinces, 

We have not the data on the economic situation 
in that part of Quebec which lies within the select 
territory. Perhaps it is very much the same as the 
Atlantic provinces. But, where we speak of the 
economic situation in the Atlantic provinces, it has 
been only the Atlantic provinces. 

Qe You intimated, then, that if your 
proposition was applied that select territory will not 
have any more than Levis; it might be nandled in 
Rimouski, or even somewhere in New Brunswick? 

MR. DICKSON: The select territory as defined 
in the Maritime Freight Rates Act would still continue 
to apply up to Levis and Diamond. 

Q. Oh, but your proposal would not apply 
to all the select territory? 

MR. DICKSON: Well, it could, sir. 

Q. What if it does not apply? You say it 
could, You are not sure. But if it does not apply, 

suppose it was up to the Riviere du Loup. There 


is a population there which would be deprived of a 
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certain advantage, and this population is larger than 
the province of Prince Edward Island, and is represented 
by six members as against four, 

MR. DICKSON: Yes, we would have no objection, 
Commissioner Gobeil, Don't misunderstand me, we 
would have no objection to it being extended if there 
was need of it being extended to include that part of 
Quebec, 

Q. And if it is left -- Beaumont or 
Montmagny -- I think some people in Quebec City will 
not be happy because they would be inclined to establish 
a sugar vefinery or a fish cannery ten miles from 
Quebec and get the 30 per cent reduction? 

MR, DICKSON: Yes, I can see that point, 
sir, 

COMMISSIONER GOBEIL: Thank you, 

MR, DICKSON: It does exist at the present 
time to some extent. Even now, certain companies I 
understand sometimes have shipments from Quebec to 
Levis and then ship them under the Levis rate. 


THE CHAIRMAN: Commissioner Platt? 


BY COMMISSIONER PLATT: 


Q. I nave one question for Mr. Parks. 

I have a good deal of sympathy with your 
problem because I come from one of the colonies myself. 
I understand your ppoposals; it is designed to encourage 
manufacturing in your area, 


Well, even if this proposal was granted, do 
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you think that the objective would be obtained? I can 
see where this would be an advantage to someone who 

is manufacturing in the maritimes now, but for someone 
to start up when he can start up with presumably about 
equal cost, say, in the Golden Horseshoe, why should 

he base his future on government action which will be 
subject to constant criticism and put himself under 
fire at all times, and may well lose that advantage 

at some future date, when, as I say, it is equally 
advantageous for him -- most other things considered -- 
to be in central Canada to start with? 

Do you really think that this would have any 
effect if 1t were implemerted in encouraging the location 
of new plants? 

MR. PARKS: As you suggest, sir, I think 
probably the first effect would be to improve the 
competitive position of existing industry -- of industry 
presently existing in the Atlantic provinces -- to 
enter the larger and concentrated market area of Canada, 
And, in the process of this, I suppose it will have the 
effect of increasing the scale of production -- increasin 
the total production, in other words -- and creating 
new employment on the part of industry presently estab- 
lished in the area, 

Now, in so far as new industry is concerned, 

I suppose the effect here is to eliminate this part of 
the disadvantage of industry located in the Atlantic 


provinces, which is due to the distance from the central 


market. 
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Now, there may be other factors in the 


3 location of industry which would not be covered by 


4 this. 
5 COMMISSIONER GOREIE: May I ask you some- 


6 thing, Mr. Parks, I torgot I had some little infor- 


7 mation I wanted to get from you, 

8 In your Appendix TI¥ on page 20, you have a 
9 very significant increase for three years in the 

10 personal income for 1944, 1945 and 1946, And then 
11 you come down again, Is there any explanation for 


rZ this 5 per cent? It is quite a lot Suddenly, you 
sl know. As a matter of fact, it is 10 per cent, 


14 almost, from 1946 to 1948? 


15 MR. PARKS: Yes, This very significant 
- increase in personal income per capita in the Atlantic 
7 provinces expressed as a per cent of personal 

18, income per capita in Canada does appear in our figures 


19 in Table 2, Appendix IX for the years 1945, 1946 and 


20 | 1947. In Table 1, you will note, sir, that the 


21 absolute figures show considerable increase from 

02 1944, 

23 THE CHAIRMAN: That is on the preceding page? 
sal MR. PARKS: That is on the preceding page, 


25 | sir -- on page 19 of the same exhibit, We do note 

26 the inérease from 1944 to 1945 to 1946. But the 

27 drop absolute figures does not seem to appear after 
28 this three-year period. 

29 Q. Yet this difference which is there on 


-| Table 2 -- you have no explanation for it? 
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MR. PARKS: Well, it is obviously connected 
SB] wEC Sud 128 oN et Grdudappdar 101d “Soaked with 
4 some movement of per capita income in Canada, rather 

5 than in the Atlantic provinces where it does appear in 
6, the percentage relationship between the two, but it 

7 does not appear so strongly in the absolute figures 

8 which relate only to the Atlantic provinces, 

9 Q. So it might be a new investment of 


10 Mr. Irving? 
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1 

2 MR, SMITH: Well, my questions in re- 

3 examination, Mr. Chairman, will be very short. 

‘ ~--RE-EXAMINATION BY MR, SMITH: 

5 Qe I refer to the transcript for 

6 September 13th, Volume 84, page 14491, in which the 
7 question is asked: 

8 "Has the Maritimes Transportation 

9 Commission any views as to whether or not 
10 the railways should be free to engage in 
11 the for-hire trucking industry or should 
12 be restricted in any way in engaging in 

13 that industry?" 

14 Now, the question I am about to ask you, 
15 Mr, dickson, is: do you personally have an opinion 
16 on this question and, if so, what is it? 

17 MR, DICKSON: Mr. Smith, personally, it 

18 would seem to me that the railways should be allowed 
19 to engage in the trucking industry, providing, of 


course, that their activities in that field do not 
create an effective monopoly. I have no 
instructions from the Commission on that point, 
but I feel that they would back up my personal 
opinion there, 

Q. Now, Mr. Dickson, I refer you to 
page 14533 of the same volume , and there there are 
some questions which my friend Mr. Frawley put to 
you, with customary vigor: 

"But vou would say -- and I am not 


using these expressions offensively -- but 
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you would come out into the open with 

regard to the more recent subsidy that 

you are now requesting?" 

And your answer is set out there. Why do 
you not suggest that the present 30 per cent reduction 
asked for be covered by a master tariff? 

MR, DICKSON: In suggesting that the present 
30 per cent reduction be not covered by a master 
tariff, we were not trying to hide what the present 
Subvention is; in fact, I would be very, very happy 
if I could always look at the tariff and see exactly 
what revenue the railways receive, But there is 
a bit of an administrative problem there. You cannot 
publish one tariff which would show the proper 
reduction for each rate in the railway tariff; that is 
because of the way the reduction is calculated, The 
present reduction is paid only on the portion of the 
rate earned within select territory, so if you had 
arate, half of which was earned within select 
territory and half of which was earned outside select 
territory, you could publish2 master tariff at that 
particular rate at 15 per cent, but every time your 
portion changed then you would need another tariff 
at that particular percentage, 

Q. Mr. Dickson, Mr, Sinclair discussed 
with you this morning a possible disadvantage which 
eastern Canadian manufacturers might have in the 
Atlantic markets if your plan were adopted. In this 


connection I wonder if you are familiar with certain 
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representations which were made by Mr. Guptill on 
behalf of Weymouth Industries at the Halifax hearings, 
and could you refer to the page in the transcript 
in which representations were made and discuss them, 
MR, DICKSON:. Yes, I am familiar with Mr. 
Guptill's representations on behalf of Weymouth 
Industries, Their representations begin at 720 
in volume 6 of the transcript of evidence of November 
13th, 1959, and Mr. Guptill in his representations 
to the Royal Commission endeavored to point out that 
he was at a disadvantage right in the Maritime market 
with manufacturers located at such points as Montreal 
and Toronto;’ the manufacturers located at those 
points, Montreal and Toronto, are able to utilize pool 
car services and move their furniture right into their 
home marke t at carload rates plus the profit of the 
pool ear opladiber kidd handling charges, and because 
of the scattered and small nature of Maritime 
industry and population the Maritime industry is not 
able to take advantage of pool car service westbound 
to central Canadian markets, So the point he was 
“waking is that even though the westbound rates in 
some cases may be lower than the eastbound rates, the 
central Canadian manufacturers are still able to 
obtain lower rates by utilizing pool car movements 
than the Maritime manufacturer is in his own markets 


ters 


because the Maritime manufacturer must move his 


\ 


Shipments often at less than carlo@@! rates and very 


often at higher rates. 
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Qe This is the last question I will ask you. 
In the course of Mr. Sinclair's examination today he 
suggested that if your plan were adopted you would be 
extending the operation of the subvention beyond 
Diamond Junction and Levis. Have you any views to 
express as to what has been done in the past and as 
to the validity of Mr. Sinclair's suggestion? 

MR, DICKSON: The original 20 per cent 
reduction under the Maritime Freight Rates Act on 
movements westbound produced a certain level of a 
rate. If you take the example again of a half of the 
portion within the select territory and half outside 
and take a rate of $1.00 before the reduction, then 
the 20 per cent reduction made that rate 90 cents; 
but if you increase the reduction from 20 per cent to 
30: per cent, as it was satdebea! then that rate 
became 85 cents, and if you can ship at a 90 cent 
rate, then you have extended your area westbound 
because the rate is now $1.00 with the 20 per cent 
reduction. So I don't see there is much difference 
in either case: if you increase the subvention rate 
on the portion you extend the territory you can reach 
westbound. The only thing would be if you only 
apply the reduction on the portion you need a much 
greater percentage in order to reach as far westbound 
as you would if you apply the reduction on the total 
rate. 

MR, SMITH: I think those are all the 


questions I will direct to Mr. Dickson by way of 
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re-examination, 

I might ask Mr. Parks one question and that 
will complete the re-examination, 

Q. Mr. Parks, I would direct your 
attention to certain questions which were asked by my 
friend Mr. Sinclair as to transportation being only 
one of the factors that might possibly affect the 
present economic position of the Maritimes, May I 
ask whether or not you put the problem of transportation 
in the forefront of the measures that are required 
for that purpose, the purpose of ameliorating our 
present situation? 

MR, PARKS: Mr. Smith, in Appendix 9 of 
this submission we tried to point out with some 
clarity that a major factor in inhibiting the rate 
of economic development in the Atlantic provinces was, 
first, a small population and a relatively small 
volume of total purchasing power,and, secondly, 
geography which is instrumental in creating a heavy 
transportation cost to the mass markets of Canada, 
Now, if these are two of the important factors which 
do inhibit the development of the Atlantic provinces, 
I think it is obvious that transportation must assume 
very important significance. 

Q@. And you referred to a study that is 
being made at the present time? 


MR. PARKS: Yes, I did make a reference to 


that this morning, Mr. Smith, 


Q. But your submissions that are made here 
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are in addition to any relief that might come from 
that study; is that the position? 

MR, PARKS: That is correct, sir. 

MR, SMITH: Thank you, Mr. Dickson has pointed 
out that he wishes to bring his table, Table No, 2, 
on page 22, up to date, 

Q. Would you just make the changes, Mr. 
Dickson? That is paragraph 79. 

MR, DICKSON: Mr, Macdougall this morning 
asked me for the accumulative increase over 1948 
and 1951 would be, and he suggested certain figures. 
I have had an opportunity to check Mr, Macdougall's 
figures, and I find that they are right. 


---FURTHER CROSS-EXAMINATION BY MR, FRAWLEY: 


Qs Mr. Dickson, could I direct your 
attention to paragraph 64 of this brief? It is 
the exerpt from the address of the Minister of Finance. 
on the 14th of March, 1957, and I wonder if you can 
tell us whether or not there has every been re 
or completed the examination which is referred to 
in these words: 

"In the view of the government we 
should now undertake a fresh and 
comprehensive examination of the entire 
transportation of the Atlantic provinces 
in order to determine what changes could 
contribute towards the economic welfare 


of the region." 


Do any of your people know if that has ever 
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been published? 

MR, DICKSON: There was a study undertaken, 
yes, as the result of that statement, Mr. Frawley, 
but what the results of that study were, if there 
were results, I do not know, sir, 

Q. Or who did it? 

MR, DICKSON: A group of economists within 
the Department of Transport did some work on it, sir, 

Q. But it never veached anything more 
than an inter-departmental memorandum, as far as 
you are concerned? 

MR, DICKSON: Would you repeat that? 

Q. Nothing was ever published, 

MR, DICKSON: Nothing was ever published, and 
we were given no results of their study, 

Q. And the Maritimes Transportation 
Commission was not given any of those results? 

MR, DICKSON: No. 

COMMISSIONER MANN: Mr, Frawley, from copies 
of Hansard it is apparent that this study was being 
undertaken by an inter-departmental committee, 
consisting of, among others, the Department of 
Transport and the Department of Public Works, But 
as far as anyone knows, there have been no results 
ever published, 

MR, SMITH: That concludes our submission, 

THE CHAIRMAN: Mr. Smith, on behalf of 
the Commission I want to congratulate all four 


witnesses, I think they have been very honest and, 
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1 

2 as the Commission particularly appreciates, very 
3 frank and responsive. There has been no fencing 
4 with counsel at all, and whether they are right or 
5 wrong - and we will judge that - we appreciate the 
6 work they have done and their views. To Mr. 

7i Dickson in particular I would say this: you have 
8 a very hard job to do; you are acting secretary, 
9 succeeding two very good men, and we can only say 
10 this, that if you need a reference as to 


11 knowledgeability you can refer to us. 


12 MR. DICKSON: Thank you very much, Mr. 

13 Chairman, I do heartily agree with you that the 

14 two men that went before me in this witness box on 
15 behalf of the Maritimes Transportation Commission 
16 were very, very capable men, 


THE CHAIRMAN: Mr. Matheson? 

MR, SINCLAIR: Mr. Chairman, before Mr. 
Matheson presents the views of Dosco and so that no 
one will be taken by surprise, and we may in this 
way assist the work of counsel and the Commission, 
two memoranda of additional submissions of Canadian 
Pacific are now available. I don't know whether 
they have been received by the Commission, but when 
their time comes it is my intention merely to call 
Mr. Emerson and to qualify him and to file the 
document without anything more than that. I am 
not going to ask him to read any part of it or 
summarize it, and he will then be available for 


cross-examination by Commission counsel and counsel. 
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Similarly, with the other memorandum, dealing with 
changes in general revenue cases and other traffic 
matters, the witness to that memorandum will be 
Mr. Roberts, who has appeared before the Commission 
before, He will therefore not have to be qualified, 
I will just put the document before him and he will 
say he was responsible for it, and he will then be 
available for cross-examination by Commission counsel 
and my friends, 

THE CHAIRMAN: Anything that anyone can 
do to shorten up this work will be appreciated by 
all of us. 

MR, HUME: Mr. Chairman, may I also 
enquire as to whether or not the dates published 
in the Dispatch and the Globe and Mail as to future 
sittings of this Commission are official or pure 
speculation? 

THE CHAIRMAN: Well, I haven't seen the 
“Globe and Mail. I suggest you inquire of Mr. 
Anderson, We will know tomorrow morning. 

Mr, Matheson is no s¥ranger to us. 

MR. SMITH: Yes. Mr, Matheson has asked 
me if I would assist him in connection with the 
preventation of this submission on behalf of 


Dominion Steel and Coal Corporation Limited, 
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SUBMISSION OF DOMINION STEEL AND 
COAL CORPORATION, .LIMITED 


Appearances: 
Rand H. Matheson, General Manager of Traffic 
John M,. Ellis, General Manager Sales 
A.L.Hicks, Assistant to the General 


Traffic Manager. 
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MR, SMITH: It would be gilding the lily, 
I suppose, if I attempted to put in the qualifications 
of Mr. Rand Matheson, He has appeared before Royal 
Commissions and before the Board on many occasions, but 
perhaps for the benefit of the members of the Commis- 
sion who are not familiar with Mr. Matheson I might 
ask him certain preliminary questions as to his 


qualifications, 


DIRECT EXAMINATION BY MR, SMITH: 
Q. Mr. Matheson, your present position 


with Dominion Steel and Coal Corporation Limited is 


what? 

MR, MATHESON: General Manager (Traffic). 

Q. You were educated at Dalhousie Uni- 
versity? 

MR. MATHESON: That is correct. 

Q. Graduated in Commerce? 

MR, MATHESON: yes, and specializing in 
transportation, 


Q. When? 

MR, MATHESON: 1929.. 

Q. And then you were connected with Pickford 
& Black Limited, Steamship Agents, Halifax? 

MR, MATHESON: That is correct. 

Qe For how long? 

MR, MATHESON: Five years. 

Q. From there did you go to the Maritime 


Transportation Commission? 
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4 
2 . MR. MATHESON: The Maritime Transportation 
3 Commission. 
4 Q. Since then an "s" has been added -- 
~f Maritimes Transportation Commission? 
6 MR, MATHESON: Yes; in 1934. 
7 Q. And you were Executive Manager from 
8 1934 until when? 
9 MR. MATHESON: Until 1955, excepting the 
10 time I was on loan to the government during the war 
11 years, 
12 Q. And since then you have been the Traffic 
13 Manager of Dominion Steel and Coal Corporation? 
14 MR. MATHESON: yes. 
15 Qe You have appeared before a number of 
16 Royal Commissions: would you like to name them? 
17 | MR. MATHESON: I think I have lost count. 


Both local in character,in the maritimes, as well as 
Dominion, 

Q. Including both Turgeon Commissions? 

MR, MATHESON: Yes. 

Q. And the Gordon Commission? 

MR, MATHESON: No, I didn't appear before 
that. 

Q. And you have appeared on many rate cases 
and general increase cases before the Board? 

MR, MATHESON: And the Interstate Commerce 
Commission, 

MR, FRAWLEY: Mr, Matheson also was Adviser 


on Transportation to the Rand Royal Commission on Coal. 
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(Smith ) 
1 
2 MR, SMITH: Oh, yes, he was too modest to 
3 mention that, 
4 Q. Now, you have filed a submission to this 


a Commission and may I ask what is your intention with 
6 respect to the presentation of the submission? In 


7 other words, do you want to read it, or have it taken 


8 as read into the record? 

9 MR. MATHESON: We would like to have it 

10 taken into the record as read, Mr. Chairman and 

ti members of the Commission, The original intention in 
12/ connection with this submission was that our corporation 
13/ president,Mr. A. L. Fairley, Jr., was to be present, 

14/ but unfortunately because of another commitment in the 
15| United States this week it was not possible for him to 
be kere, However, if it please the Commission we 
would like to have Mr. Fairley appear before this 
Commission on Tuesday afternoon to speak to the 
Conclusion, It was the original intent also that he 
would speak to or read the introduction as well as 

the conclusion of our submission. 

While we are asking that the submission be 
taken into the record as read, I would like very much 
to refer to several changes that we wish to make in the 
submission -- changes and corrections. We have 
disseminated an errata page as an addendum to the 
one we previously sent out incorporatelin the brief per 
se. 

Q. I have before me what is entitled 


"Addendum Errata Page"; is that the first one? 


| Weg Telid edd nt ied exoqréond tH ( 


fe) temo tank end t0iid at |p 


dmenentg é@d of esw ..2t ‘cia rer p sicoaaneaieie | 
sat at tmomdiamos ‘Tedsons to onwsued wisaemus0' mw dud fe 
ot —_ 103 oldtesog Jou aw #t eoW atdd aesese bestay jt 
ow note atemos edd easetq ti 3L . nevewOH oxen od 1 | 
akdt er0'red: xaeqge vole tent am ovnd 94 exbt bLuow be : 
oH ot Nmege ot ance eebaout wo notaatumod. jar 
od Jedd o8ls dwetat Lsatgizo grit aw i smobauSeKod jet 
as {lew es sede: adv Base tO ot xsege” etwom . 
ne bakin THO. to aotantonce odZ 
od. nol re ant vant aaiise tees ow st Leth a? i | 
tioum prev sult biwow I) (bast ae. wo3e ond ovmt aoisd 


nase 


So = 


eat al slam ot aolw ow tSad depitide 
evet sy =. anditepewies bis B63 1“ | 
edt of awhnsbhs mies Speq seat 


a teeta :: | 


. betttemo st taclw ex « on oe 
= ve dae " rd 


13 


14 


15 


ANGUS, STONEHOUSE & CO. LTD. Matheson, Ellis,Hicks,dir 14709 
TORONTO, ONTARIO (Smith ) 


MR, MATHESON: This is the second one, 


The original one was incorporated, May I ask you 


‘to turn to page 17 where you will see at lines 4 and 


9 the word "winter", and would you kindly change that 
to "summer", and where you have the word "summer" 
would you kindly change that to "winter'? 

Similarly, in connection with line 9 where 
it shows "winter" please change that to "summer", 
and where the word "summer" appears please change that 
to "winter", 

In line 10, that should be a new paragraph, 
31A. 

In line 11, where you see $3.60, change that 
to read $4.90. 

On line 12 where it now reads $2.80, that 
should read $4,10. 

The other changes are relatively minor as 
well. On page 29, paragraph 64, the word "scale" 
should read "scales". 

in Appendix II,in the back of the brief, the 
reference mark with an asterisk before $4.30 in column 3 
and $10.02 in column 6, the rates from Sydney to Montreal 
that asterisk should be deleted. 

THE CHAIRMAN: I think perhaps you ought to 
repeat that. 

MR, MATHESON: In Appendix 2, the reference 
mark, the asterisk before the rate of $4.30 in column 2 
-- actually it is column 3 if you take the "from" and 


"to" into consideration; so, it is column 3. Delete 
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the asterisk before $4.30, and also in column 6 
delete it before $10.02. 

COMMISSIONER MANN: Is this under both 
headings -- under wire rods and billets and blooms? 

MR. MATHESON: That is correct, 

MR, SMITH: Qe That concludes the 
notation of the errors or omissions, doesn't it? 

MR, MATHESON: That is right. 

---See Volume 85A for Brief. | 

Qe Have you any observations to make on 
Part I, the Introductory part of your submission? 

MR, MATHESON: Part I constitutes a resume 
of DOSCO's position in respect of the maritime trans- 
portation problem. I think that several of those 
paragraphs should be read for the purposes of emphasis. 

Q. Well, will you proceed to read the ones 
you consider should be read? 

MR, MATHESON: First of all, for those who 
are not too conversant with DOSCO perhaps reading the 
first paragraph will be of some assistance: 

The Operations of the Dominion Steel 
and Coal Corporation, Limited at points extending 
from Wabana on Bell Island, Newfoundland to Walker- 
ville, Ontario, a distance by water of 1840 miles and 
by rail from St. John's, Newfoundland of 2127 miles, 
include ore mines at Wabana, limestone mines at 
Aguathuna, Newfoundland, coal mines in Cape Breton, 
a steel plant at Sydney, Nova Scotia, steel works and 
a railway car plant at Trenton, Nova Scotia, coal 


mines at Thorburn, Nova Scotia, shipyards at Halifax, 
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Nova Scotia, a small fabricating plant at Saint John, 
New Brunswick, steel fabricating plants at Montreal 

in Quebec and E,obicoke (Toronto) and Walkerville 

in Ontario, In addition to the productive effort in- 
volved in those operations, the Corporation owns and 
Operates steamships and three railroads, 

"It can readily be seen, from the scattered 
operational scope and the distance range that freight 
costs, transportation and problems relating thereto loom 
very large in importance in the conduct of Dosco's 
business; and particularly, is.this so when it is con- 
sidered that the Corporation's major works are located 
in the Atlantic provinces remote from the principal 
market area in Canada, i.e. between Montreal and 
Walkerville, where presently about 75 per cent of the 
steel consumption occurs. Therefore, while the 
transportation factor is directly or indirectly 
of considerable importance to the plants of the 
Corporation located in the central provinces, it bulks 
larger inrespect of works in the Atlantic provinces 
because of the great distances involved to the 
principal consuming region and because freight costs 
represent an important element in the complex steel 
marketing structure. To offset differences in such 
costs its absorption has evolved as a recognized 
method of equalizing competition as between producers 
shipping to a particular point. 

"The Atlantic provinces are a relatively 


small steel consuming area. (In 1959, exclusive 
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of rails and tie plates delivered to the railways at 
Sydney, N.S., for 'On company service! in the maritimes 
and exclusive of blooms and ingots to Trenton for ship- 


ment therefrom to maritime destinations, only 3.7 


per cent of the total shipments from Sydney Works was for 


the maritimes.) Indeed, a substantial portion of the 
steel outlet in the Atlantic provinces is to Dosco 
plants at Saint John and Trenton and even a large 
proportion of the latter's production finds its way 
into central Canada. All in all, if the Sydney 
steel plant was entirely dependent upon the market 
of the Atlantic provinces it could only operate a 
few weeks each year. Consequently, to obtain a volume 
to afford economies of scale most of the production 
from the maritimes area must be shipped into central 
Canadian and/or the world export field. 

"While the Sydney plant is situated close 
to its coal source and approximately 360 miles from 
the Wabana ore mines and 180 miles from the limestone 
quarries at Aguathuna, Newfoundland, those proximities 
to raw materials do not weigh as advantageously as it 
would appear in relation to plants located in southern 
Ontario, The high phosphorous and silica content 
of the Wabana ore and the fact that Cape Breton coals 
make poor coke present processing problems, On 
this aspect, the Report on 'The Canadian Primary) 
Iron and Steel Industry' prepared for the ‘Gordon 
Commission! observed that 'Dosco steel making costs 


may, on balance, be somewhat higher than those of 
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the other producers.” 

I should observe here that the wage scale 
in the Sydney steel area is on a parity with that 
existing in the central provinces, particularly the 
Hamilton area, our chief competitors. 

Now, I will turn to paragraph 8: 

“The prime disadvantage of the Sydney industry 
therefore, lies in the relatively long distance from 
that part of Canada constituting the principal steel 
market area, Steel industries located within that 
pale have the added advantage of being able to effect 
delivery within hours or a very few days. Moreover, 
they possess also alternative methods of delivery to 
a greater degree, Then, too, the impact of 
transport competition has resulted in rate reductions 
to a much larger extent than obtaining in the fringe 
areas, Concomitant with this the competitive position 
of the Sydney steel industry has been further aggra- 
vated by the horizontal percentage increases in freight 
rates which have also contributed to upset rate re- 
lationships and forced greater absorptions in trans- 
portation costs, when that was possible at marginal 
net returns, in order to obtain access to the principal 
markets in Canada. These combination of developments 
have had erosive effects on the movement of Dosco 
traffic from Sydney Works in an expanding economy," 

Q. Mr. Matheson, there seems to be a familia 
ring to the last part of your paragraph 8 in the repre- 


sentations that have been made to this Commission by 
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the Maritimes Transportation Commission. I would 
like to ask if there were any consultations in the 
preparations of the respective briefs? 

MR, MATHESON: Both briefs were prepared 
independently, I assure you, and were only exchanged 
when the distribution took place in general. 

At this point I think I should now speak 
to paragraph 9: 

"The need to cater to customers on short 
notice, the relatively higher costs in shipping 
finished products from the maritime area, and the 
effects of motor truck competition on the freight 
rate structure in the central provinces all contri- 
buted in forcing Dosco to establish finishing plants 
within central Canada. Those plants use primary 
steel produced at Sydney but the semis feSanea steel 
used by the finishing plants must bear high trans- 


portation costs resulting from the long haul from 


the Sydney plant." 


---Snort recess. 
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THE CHAIRMAN: Order, please, . 

MR, SMITH Q: How far have you progressed 
in your reading, Mr. Matheson? 

MR, MATHESON: I finished part 9 and I 
am turning now, Mr. Chairman and members of the 
Commission, to paragraph 13: 

"13, <A recent locational study, 

prepared by Arthur D. Little Inc. for the 

Nova Scotia government, on the economics of 

a flat rolling mill at Sydney vis-a-vis 

the Montreal area found, among other things, 

that ‘because of freight rates in 

delivering flat-rolled products to 

market, the mill logically would be 

located close to the market'." 

THE CHAIRMAN: For the record, just who is 
Arthur D,. Little Inc.? 

MR, SMITH: Well, may I add there, Mr. 
Chairman, that I propose,as I have intimated in a 
letter which I have sent to the “secretary of the 
Commission, to call Mr. Pepper as a witmess on behalf 
of the Nova Scotia government to speak to that 
matter, and Arthur D. Little Inc. are well known, 

THE CHAIRMAN: Well, I know who they are, 
but just for the record. 

MR. SMITH: They are well known people, and 
I will refer to them at greater length tomorrow 
in Mr. Pepper's submission. 


MR. MATHESON: Now, reading paragraph 14; 
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ae "14, The stark reality of the 
situation is that there has evolved a worsened 
competitive position for Dosco's Maritime 
Works as a result of changing conditions 
and circumstances involving: 
(a) An ambivalence of increasing 
transportation costs from the 
Maritime operations with lesser 
increases and improved services 
in the principal market area, 

(bo) A less favourable location to 

service customer requirements, 

(c) A more highly competitive export 

market for steel products, 

15. The extent to which an industry can 
absorb increasing differences in trans- 
portation costs, provide warehouse facilities 
and inventories at the principal markets 
as well as other alternative measures to 
hold a part of the Canadian steel market, 
has its limitations if it is to enjoy the 
economies of scale associated with 
expansion, 

16. But for the Maritimes Freight 
Rates Act the situation would have been 
relatively worse, Indeed, if it were not 
for the Act, it is very questionable if the 
Maritime steel operations would have been 


able to carry on at all and certainly not 
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at the present scale; - unless in the 

process the incrrasing level of rail 

rates would have made water trans- 

portation more attractive - as it has 

already done in several instances during 
the last few years ~ and is likely to do 
again if rates are further increased." 

MR, SMITH Q: Now, Mr. Matheson, I observe 
in Part II there appears a resume of the historical 
aspects, Have you anything to say respecting this 
part? 

MR, MATHES ON: Well, I think, Mr. Chairman 
and members of the Commission, that those aspects 
have already been fairly govered in previous 
submissions in the submission of the Maritimes 
Transportation Commission before you, and also before 
other commissjons. 

In fact, a complete historical background 
was submitted to the Royal Commission on Transportation 
in 1949, if you remember, and the material, if it 
will serve any further purpose to the Commission, 
is prgbably available in the archives. Be that 
as it may, I think the first two lines of paragraph 
25 should be stressed, 

"Tt is apparent from the Duncan 
Commission's report that the immediate 
measure recommended is intended as 

a partial remedy only." 


Q. Mr, Matheson, have you anything further to sa; 
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regarding the impact of changed conditions since 
July 1, 1927 when the Maritime Freight Rates Act first 
became effective? 

MR, MATHESON: I think that the situation 
in relation to Dosco can be no mor succinctly 
expressed than in the words starting from the middle 
of paragraph 27 on page 13, with the word: 

",...perforce of the repeated 
increases since April sth, 1945 the 
cumulative rail rate levels have been 
reaching the point where water transport, 
even allowing for conveniences inherent 

in rail transport, was becoming more and 
more competitive. In fact, in 1959, even 
despite the roll-back effected on August 
lst of that year, it had become manifest 

that recourse would have to be had to 
water movement in order to alleviate the 
erosive effects of a combination of 
horizontal rail rate increases from the 

Sydney works and rate reductions from 

transportation competition in the 

central region." 

Q. LI notice at page 15 you have left that 
blank. Is there any specific thing to appear there? 

MR, MATHESON: No, there was nothing. 

Q. I just noticed it in turning over the 
page. 


}.3, MATHESON: Well, that was put there 
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because we might have had something else to add 
there in the course of the preparation of the brief, 
but we did not get around to it. 

Q. Now, you have certain appendices to 
your submission and are there any of these to which 
you wish to refer? 

MR, MATHESON: Yes. I think that we would 
like to bring your attention specifically to appendices 
2, 3, 5 and 6, But, rather than speak to those 
exhibits I think it would be quicker if I read 
paraagraphs 31, 31 (a), 32, 33 and 34, 

"In appendix 5 it is shown 

that the differential on billets, blooms 

and wire rods from Sydney, N.S. to Montreal, 

Quebec vis-a-vis Hamilton to Montreal as 

of August 1st, 1959 stood at $4.87 during 

the summer months and $1.92 during the 
winter months compared with $1.30 on July 
lst, 1927 the date the Maritime Freight 

Rates Act became operative and resulted 

in offsetting partly the spread in rates 

that AW dee from the commercializing of 

the Intercolonial," 

If you remember, I mentioned previously 
that the Act as far as we were concerned only 
partially remedied the situation. 

"However, pursuant to negotiated 

rates effected on December 14, 1959, 


the differentials on those commodities 
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were reduced to $4.41 during the summer 

3 and $1.46 during the winter," 

4 On May 6th, 1960, the roll-back of the eight 
5 per cent resulted in the summer differential remaining 


6| at $4.41, while the winter differential increased to 


7] $1.59. 

8 "To Toronto, the rail rate differential 
9 on wire rods Sydney vis-a-vis Hamilton on 

10 June. 30,,1927..0" 

11 That is before the Maritime Freight Rates 


12 Act became effective, 


13 "Stood at $4.90 per gross ton 

14 whereas on July lst, 1927, pursuant ‘a 

15 the Maritime Freight Rates Act, it Wag. 
16 $4.10, As of April 7, 1948, the 

17 differential had risen to $4.20 whereas 
18 today..." 

19 And that was some few weeks ago when this 


20 was prepared -- 


oy bat hese $9.15 05 


21 
22 Incidentally, as on May 6th, 1960, with the 
23 roll-back being put to eight per cent instead of ten 


. 94] per cent, it became $8.98. 


"In March 1959, the truck rate on 


25 

26 steel products Hamilton to Toronto was 
27 $2,464 per g.t. and today it stands at 
28 about $2.689 per g.t." 

29 We are quite conversant with these truck 


39 rates, keeping in mind our operations in Etobicoke and 
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Toronto, 
"As a consequence the actual freight 
differential Sydney vis-a-vis Hamilton 

is about $10.35 per g.t. (On May 6th, 

$to,1t}. * 

MR. SINCLAIR: You say you are conversant 
with the truck rates from Hamilton to Toronto because 
that was the advantage your Toronto man had over your 
competitor in Hamilton. I'm sorry. I didn't quite 
understand you, 

MR, MATHESON: Oh, no, We are quite conversant 
with those rates in that area because of the fact we 
have a plant in Etobicoke, Toronto, and we are daily 
in touch following these steel movements and the 
rate applicable following those rates, 

MR, SINCLAIR: It is an advantage you have 
over the Toronto manufacturer in the Toronto market, 
transportation-wise? 

MR, MATHESON: You mean at our Toronto plant? 
No, no. This is a rate from Hamilton to Toronto 
that applies from Hamilton to the Toronto plant, or 
to Toronto in general; not necessarily to other plants, 

I don't think we buy anything, do we, Mr. 
Ellis” 

MR, ELLIS: Only on the limited range, if 
there was gn advantage to the Etobicoke plant. 

MR, MATHESON: Yes, that is tight. 

"Appendices 2 ia 3 detail the 


increased differentials to specified 
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destinations that have evolved since 
April 7, 1948 and Appendices 4 and 5 
set forth further data showing a cross 
section of the changes that have taken 
place to the detriment relatively of 
Sydney Works, There are a number of 
destinations included in the appendices 
to which Sydney once shipped certain 
finished steel products, Today, those 
markets are uneconomic because of the 
freight rate increases that have been 
effected from time to time. Some are now 
served from the finishing plants located 
in the area but increased transportation 
costs are also involved in transportating 
the semi-finished steel for processing. 
In Dosco's fiscal year ending July 
31, 1959, the total transportation costs 
in respect of traffic originating in or 
destined to the Maritimes involving 
Dosco and Dominion Coal Company's Maritime 
Operations, but exclusive of freight costs 
in the delivered prices of materials 
purchased and materials sold F.0.B. plant, 
pee ad to over $16,000, 000.00." 
The breakdown is contained in Appendix 6 and 
perhaps you might just want to turn to that appendix 
to observe how the breakdown was made. We have 


endeavored to get the figures for rail, water and 
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truck, both outbound and inbound, 

The products that Dosco produce and ship 
at our various plants from the Atlantic, Lake Erie 
are set forth in Appendix I, and will give some idea 
of the wide scale, 

I point out, however, that we do not at 
the present time produce flat steel products at any 
of our plants, 

Now, in paragraph 34 we state: 

"From Sydney Works alone the outbound 
rail freight cost incurred by Dosco amounted 
to about 3.2 millions. Since steel 
Shipments to destinations in the Maritimes 
are Sold generally F.0.B. plant, about all 
of this rail freight bill was incurred in 
respect of steel movement to stations 
outside of the ‘select territory.' (West 
of Levis and Diamond, Que.) Out of this 
amount, approximately $1,861,269.00 or about 
59 per cent has to be absorbed to meet the 
competition of the principal steel producers 
in the central area, If one were to assume 
there was an integrated steel plant at 
Montreal, the absorption per ton of billets 
would then be in the order of the cost of 
freighting from Sydney. Today, rail costs 
on billets, blooms and wire rods from 
Sydney to Montreal is $8,96 per g.t...." 


Incidentally, that is an agreed charge that 
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was effected on December 14, 1959, 

"If the outlet for those products 
in the Montreal market amounted to 200,000 
gt. per annum..." 

And, incidentally, Mr, Chairman and members 
of the Commission, we do not want to give the exact 
figures of our sales in the Montreal market, 

THE CHAIRMAN: Trade secrets. 

MR, MATHESON: It is a trade secret, but if 
the Commission would like to have that information 
we would be only too pleased to give them the data, 
On that assumption, therefore -- 

" ,the absorption for the Sydney 
Works compared with a steel plant in 
Montreal..." 

-- or the Montreal area -- 

" ..would amount to almost 1.8 million 
dollars, Those illustrations should be 
sufficient without further detail to show 
that because of freight costs the selling 
value of products at Sydney Works is 
forced to a relatively lower level than 
more favourably located plants serving 
the principal markets of Canada." 

MR, SMITH: Q: Now, Mr. Matheson, what 
conclusions do you draw from what you have set forth? 

MR, MATHESON: I think that the conclusions 
can be more or less epitomized in the words of 


paragraph 36 in which we say: 
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"It cannot be gainsaid, therefore, 
that the necessity of absorbing differences 
in transportation costs to the principal 
markets constitute a predominant factor 
in depressing the returns to various 
types of industries in the Atlantic area 
and as a consequence has unfortunately 
placed a limit on development and 
expansion," 

Q. Now, Mr. Matheson, can you tell us 
if there have been any modifying influences in the 
territory on the rate increases? 

MR, MATHESON: Yes, with the horizontal 
increases one on top of the other the water transport 
factor has become a more pervasive one. For example, 
as we stated in paragraph 37: 

"In the evolvement of the rail rate 
structure applicable within and from 
and to the Atlantic provinces, cognizance, 
more or less, has had to be taken of 
water competition. It is possible, however, 
that from time to time the pervasiveness 
of cheap water transport as an alternative 
to land carriage has not always been 
fully appreciated, Indeed, it is this 
influence that accounts mainly for the 
extensive rate groups associated with the 
region's rail inte structure." 


Q. Do you refer to paragraph 43 in that 
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regard? 
MR, MATHESON: Yes, I think this is a 
further elaboration on it: 

"While water transport offers an 
alternative means to move steel products 
during the season of navigation..." x 
And that, generally speaking, is from 

April 15th to November 30th, 

",..and while it also can exert a 
temporizing influence over further 
horizontal percentage increases...." 

And I héve in mind there agreed charge 887. 

" yet, the fact remains - 
absorptions are none the less necessary 
to equalize the disadvantages which the 


increases have aggravated," 
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Q. Now, Mr. Matheson, we come to Part Iv 
which begins at page 22 under the heading "The carriers 
as Part of Dosco's Production Line." I would ask you 
what you have to say in respect of Part Iv? 

MR, MATHESON: The Commission's attention 
is drawn to the percentage distribution by the dif- 
ferent modes of transport from our Dosco maritime 
plants. If you notice in paragraph 48, in the 
period August lst, 1958, to July 31st, 1959, 85 per 
cent of the shipments from Dosco's maritime plants 
were by rail -- incidentally, these figures do not 
include our coal shipments -- 13 per cent by water 
but 2 per cent by truck, This is all as set forth 
in percentages with a greater breakdown in Appendix VII. 
This relatively high percentage by rail vis-a-vis trucks 
emphasizes the degree to which Dosco has been dependent 
upon the railway. 

Q. Those are all the observations you wish 
to make in respect of Part IV? 

MR, MATHESON: That is all, Mr. Smith. 

Q. Now, we come to Part V which appears 
under the heading "Commercial Considerations Involving 
Railway Costs Subordinate to the Generating of 
Maritime Trade," I would ask you if there is any 
portion of Part V which you wish to stress at this time? 

MR, MATHESON: I think it is largely self- 
explanatory. I think it might be advisable, though, 
if I just referred to paragraph 53 here: 

The Atlantic Region railway operations are 


also beset with increased costs owing to relatively 
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2 high gradients and sharper curvatures on not only 

3 branch lines but also on segments of the main line, 

4 Take, for example, from Sydney, N.S. to Moncton, N.B., 
S the diesels classed as MR-16 operating out of Sydney, 
6 N.S. can only handle per unit 1500 tons from Sydney to 
7 Havre Boucher, N.S., which is a divisional point --- 
8 MR, FRAWLEY: In Cape Breton? 

9 MR, MATHESON: No, that is in Nova Scotia, 
10 across the water -- 1300 tons from Havre Boucher to 

11 Truro, N.S.; 1650 tons from Truro to Muncton, New 

12 Brunswick; in contrast to 21000 tons from Moncton, 

13 New Brunswick, over the so-called National Transcon- 
14 tinental line of the Canadian National Railways. 

15 Now, I think that most of this material is 


16) chiefly self-explanatory. But there has been placed 


17 in connection with the rate structure in Canada a 

18 | greater and greater concentration on the cost factors 
| 

19} in the making of rates, and this is of special sig- 


| 
20 | nificance to us in_the maritime area, that is, our 
: plant operations,there; because of the higher costs 
22 associated with the railway operation in that territory. 
23 Now, it is out thought that there should be a subordi- 
24 nation of distances in relation to this cost factor and 
25 | because of the fact that locomotives have not the same 
26 tractive effort as they have in other sections of 
27 Canada and possibly in the prairies of western Canada. 
28 Q@. Is that all you have to say in respect 


29 of Part Vv? 


S30) MR. MATHESON: Yes. 
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2 Q. Then that takes us to Part VI. That 
3 is under the heading "Carrier Costs Vis-a-Vis Needs 


4 of Maritime Industries," and I would ask you what you 


5| have to say in respect to the contents of that Part? 
6 MR, MATHESON: Mr. Chairman, I think that 
7 I will read paragraphs 63, 64, 65, 69 and 70. 

8 Dosco submits that rate increases instead 

9 of being &pplied horizontally should have been imple- 


10/ mented selectively in order to maintain as nearly as 


11 reasonably possible the “discrimination between" that 


12 had existed in relation to the maritime area, 


13 Q. I notice you have the expression 
14 "discrimination between" in quotation marks, Why? 
15 | MR, MATHESON: That, Mr. Smith, has reference 


| 
"| to, I believe, a Judgment that was rendered. I just 
i 


| 
‘| do not remember it offhand. 
7 Q. Was it the Interpretation Judgment? 
19 MR, MATHESON: I think it was the Interpre- 


20/| tation Judgment on the maintenance of discrimination 
" in the rates as set forth under the old Section 7 of 
22 the Maritime Freight Rates Act. I think the words 


23 are in Section 7. But, in any event, the interpre- 


tation of Section 7 was the maintenance of discrimina- 


| | 

25 tion in regard to the rate structure in points outside 

20 the select territory. 

ar Qe Now, go on. 

28 MR, MATHESON: Perhaps in some respects 

29 "selectivity" in applying rate increases would be 

30 antithetical to the national policy of rate equaliza‘*ion 
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1 
2 as enunciated in Section 336 of the Railway Act. yet, 
3 except for limiting rate equalization to class rates 
4 as the ceiling of the rate structure and in respect 
5 of some commodity scale where otherwise there would 
6 exist relative unreasonableness, there is no need 
7 for stereotyping rail rates in the face of the 
8 competitive conditions obtaining and the increasing 
9 use of costs in rate making as exemplified by the 
10 growing number of agreed charges. 
11 In effect there has been compelled 
12 selectivity in rate making brought about by com- 
13 petitive forces whereas traffic less vulnerable to 
14 that field of influence has been subjected to a 
15 greater measure of increases, This is borne out by 
16 an analysis of the Board's waybill studies which shows 
17 that horizontal increases were applied more effectively 
18! in respect of traffic between the maritimes and 
19 central Canada and between central and western 
20 Canada. 
21 Q@. Now, would you like to refer to or 
22 read any other passages on this chapter? 
23 MR, MATHESON: I did say I was going to 
24 cover 69 and 70, but I think I think I should also 
25 read 67. 
26 MR, SMITH: Fine, sir. 
27 MR. MATHESON: It is the restrictive 
28 effects of the means to an end involved ina series 
29 of horizontal increases that, in the long run, defeat 


= 30 the end itself. 
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In 1926 the ingot capacity of the steel 


3) operations at the Sydneys amounted to 593,000 
4 short tons whereas at present it is 930,000 short 
S| tons or an increase of about 57 per cent. In the 


6 same period of time, the combined ingot capacity of 


7| the two large steel plants at Hamilton, Ontario, 

8 increased from an ingot capacity of 470,000 short 

9 tons to 3,500,000 or an increase of about 645 per 

10/ cent. 

11 To help remedy the adverse effects of 

12| changed conditions and circumstances Dosco believes that 


13) it can best be achieved by subordinating distance 


14) ona "selective" approach directed to offsetting the 

15| impact of the horizontal increases. 

16 | Mr. Chairman, while we take this position, we 
17 | do not wish it to appear that we are taking a contrary 


18; position to that of the Maritimes Transportation 


19 Commission. What we are endeavouring to do is try 
to find a remedy. We know that other suggestions 
have been placed before your Commission, and it is our 


| 
| 
| 
| 
| hope that from all these different remedies and pro- 
| 
| 
| 


23| posals your Commission, in its wisdom, will find an 
24) answer and a solution to a most difficult problem, 
25 THE CHAIRMAN: Do you endorse any one? 

26 MR. MATHESON: We endorse our own because 


27 we feel it fits more to our particular situation; that 
28 is to say, all we are asking -- I will elaborate on 


29| this further -- is that we get to the fringe of the 


a0, steel area of Canada and then we will let the chips 


dose 000,078 ‘to! eaisagan fogal ms wort de 
199 au duoda r0 sunsnont w3 20 000.80846 08 anos 
- tas 
to atostie sonowbs sdz Wanket, ated: a ete fe 
daddy edvonted esnod seornademmorly brea anid k8 tbnoD pegnatio 
eonsdath gatdeantecodpa we bevettios ‘ed taed aso tt | 
end gatyseeiio 63 nesoomtd fsosorqge "ovktoefoa" = Ho | 
. wer Isénomtron ‘ont 20 Sonqat ta 
sw .motiiecy atny oted sw oJ Latw ner sue 1 afl 1a 
wrandiod 6 antisd oxs ow tadd te8qga of at wotw ton ob | ‘s 4 
noltatigensn? demise rat sda ‘lo Fats of aottboog eh 


> 


ext et of oF gnitenceaonliia 78. ow sony’ “totes tamed 


ee rns et ne ee nm 


anoisasygue Soullvo teds wor OW, thane # baby ot tos 
qyo ef th bas (RoLae taki aay rr0'Led) baostg need evar fits 
song ‘bers vetbeion trons tity) seeds eaten at (a 


; 
| 
) 
) rh Derk’) arate vsniamaeh edt at 
| 
| 


. 

Seusoed NWO TLS pence em petit ay ©) = sitll 

| darit iMo.k danse refvottrag ee — us - 
no sterédete iitw I -~- gatxan 6 a) eye ot at 18S 
“ord Yo sgadet ond. we 
aqids sit Jel cts laa 


ANGUS, STONEHOUSE & CO. LTD. Matheson, Ellis, Hicks,dir 14732 
. ARIO (Smith ) 


fall where they may. I think when we approach this 

it will answer some of the questions that have already 
been raised, I have in mind one made by Commissioner 
AnScomb yesterday in connection with the possibility 

of a mill on Vancouver Island vis-a-vis a mill at 
Sydney and the relativity of the rates, and I think 

our approach tends to modify that position. In other 
words, we are trying to approach it realistically 
rather than trying to say that both of them should 

be put on the same relative basis. 

However, we do ae to stress that we are 
not taking any position against any proposals. There 
may beweaknesses attached to ours as well as to the 
others. 

MR, SMITH: Q. Now, in Part VII I think 
you deal with your method? 

MR, MATHESON: Yes. Part VII is our 
approach to correct the existing rate disparities in 
relation to steel from our maritime operations, and 
I think it will save time if I read these paragraphs 
and speak to them so that what we have in mind will 
be clearly elucidated. Paragraph 73 reads: 

Since the end result of changes in rates, 
as they affect Dosco's Sydney Works, has been caused not 
only by horizontal increases but also by lesser 
increases to competitors in central Canada, it is 
submitted that the combination of causes in disrupting 
rate relationships should be taken into consideration 


in any approach to a cut back in the prevailing rates, 
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(Smith ) | 
: | 
2 In this approach, Montreal is taken as a | 
3 keypoint,. This is not a new departure since Montreal 


4 has always been the nucleus of the rate structure be- 
5 tween the maritimes on the one hand and central and 


6 western Canada on the other, Indeed, if it were 


7 not for the existence of the Grand Trunk Railway 
8 between Levis and Montreal at the time the Intercolonial 
9 was extended to Levis, it is quite possible that 
10 instead of resorting to "running rights" the "Con- 
1 federation" railway would have been extended to 
i2 Montreal, 
13 In any event, the existing rate structure 
14 between the maritimes and stations west of Montreal 
| is predicated on arbitraries over the rates from and 
4 to Montreal. This structure has been repeatedly 
| recognized by the Board of Transport Commissioners, 
18 | The Decisions are at the bottom of the page, or some 
19 of them, in any event. 


20 By taking Montreal, Quebec, as a keypoint, 


ho 
— 


Dosco's proposition is not to pay a net rate in 


22| excess of rate parity with Hamilton at Montreal, Quebec, 
23 What is hereinafter proposed is not without substantive 
4 foundation, Improved vessel units and handling 

25 techr.iques geared to the traffic volume offer 

26 attractive potentialities. Indeed, even now, taking 

27 the type of steel originating at Sydney, water trans- 

28 port has been quite persuasive on balance in relation 


29 to the rail rates being suggested as a base. 


—- 30 It is not customary to give any rates, what 
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2| we do pay and so on, but it would do no harm, I think, 
3 to state that in some calculations in connection with 
4 coal rates -- we charter ships, and so on, for that 

5 purpose, for moving coal from Sydney, along with our 
6| own ships. 

7 MR. SINCLAIR: British registered ships? 

8 MR, MATHESON: British registered and 

9 Canadian registered. Our own two ships are Canadian 
10 registered, 

11 I think it would be quite all right for me 
12 to say that the cost of freighting coal from Sydney 
13] to Montreal is around $1.60, but there are instances 
14 that the cost of freighting can be considerably 


"| below that. That is just the cost of moving the coal 


16 from pier to pier. 

a To determine the rate to apply from Sydney, 
| 
| 

18) Nova Scotia, the first step is to take a weighted 


19 average of the increase in rates from Hamilton, 
20 Ontario, to Montreal, Quebec, from June 30th, 1927 


21); (before the effective date of the Maritime Freight 


22] Rates Act) to July 31st, 1959 (before the rates were 
23 rolled back temporarily by the Freight Rates Reduction 
24 Act) and adopt the result as the maximum increase, 

25 To do this the rates in effect on billets, blooms and 
26 wire rods, for example, from April 15 to November 30, 
27 1959 and from December lst to April 14, 1959, from 

28 Hamilton to Montreal, were weighted by the volume or 
29 steel moved from Sydney to Montreal in that period. 


30. That is to say, we took the volume of steel that was 
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2 moved in those periods from Sydney to Montreal and 


3 applied to it the rates that were in effect from 


4/ Hamilton to Montreal. Incidentally, on these figures 
5 we found that there is only about one per cent differ- 
6 ence if, instead of using actual traffic figures, 


a calendar basis was used, The various steps in 


striking at the proposed rates follow: 
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At the top of page 33 we show that the competitive rate 
or the commodity rate from Hamilton to Montreal on 
June, 30th, 1927 was $3,00 per long ton; on July 
31st 1959 we find that there is a competitive rate 
from Hamilton to Montreal of $4.55 and a commodity 
rate of $7.98, the competitive rate having been 
increased from June 30th, 1927, or whenever the 
competitive rate was first implemented to July 31st, 
1959 by $1.55, whereas the commodity rate was 
increased by $4.98, The weighted rate as of July 31st, 
1959 was determined at $5.89 per gross ton. 

This then would be the cost of freighting 
Billets, Blooms and Wire Rods, from Sydney, Nova Scotia 
to Mohtreal, Quebec, This is the rate Dosco should 
have if it is not to be handicapped. The weighted 
increase from Hamilton to Montreal, in this case, 
amounts to $2.89 per ton, On the other hand, the 
rates from Sydney, Nova Scotia to Montreal, Quebec 
on Billets, Blooms and Wire Rods -- and this is 
exclusive of Maritime Freight Rates Act reimbursement 
to the railways -- were on the same datesas follows: 
on June 30th, 1927 the commodity rate was $5.10. On 
July 31st, 1959 the revenue rate to the railways is 
$11.79, or an increase of $6.69, and the commodity 
rate reflects an increase of $8.08. This $11.79 is 
the approximate normal rate predicated on the agreed 
charge rate of $8.96 per long ton established on 
December 14th, 1959 for purposes -- this $11.79 is 


for the purposes of reimbusrement to the railways under 
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the Maritime Freight Rates Act, 

The comparison of increases bespeaks the 
disparate consequences of the changes which have taken 
place during the years indicated, If one were to go 
back to 1916, before the Eastern Rates Case, the 
eeawidiy tebe divergence would be even more severe, 

If instead of saying this weighted rate parity of 
$5.89 we said let us work it out on a mathematical 


basis and see what we come up with, this is the result: 


Wee 


on June 30th, 1927 the rate from Sydney to Montreal 
was $5.10. If we add to that the weighted increase 
of $2.89, which takes place in connection with the 
weight from Hamilton to Montreal, that is to say, 
from $3.00 to $5.89, and add this to the $5.10 we 
come up with a total of $7.99, without application 
of the Maritime Freight Rates Act, 

By applying the 30 per cent reduction for 
the select territory proportion of the through rate one 
then obtains a rate of $6.07 per long ton compared with 
the parity weighted rate of $5.89 or a difference of 
18 cents which is reasonably close allowing for 
adjustments in traffic flow. 

Incidentally, I was quite surprised to note 
the figure that was brought forth in the Maritimes 
Transportation Gommission brief by applying the 32.5 
per cent to the existing rate, and if I remember 
correctly they came up with a rate around $6 and 
some odd cents as well, or, very close to the rate of 


$6.07. So that, by two means of approach, we come 
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up with practically the same, as far as Montreal is 
concerned, I don't know what the Maritime figures 
came up with in connection with other destinations, 

However, since the Pal ieays current revenue 
under A.C. 887 is about 1179 cents there would be 
required for reimbursement to the carrier the difference 
between 1179 cents and 589 cents or 590 cents. Since 
the Act at the 30 per cent level would reimburse the 
railways to the extent of 283 cents there then would 
be required a further amount of 307 cents per long 
ton. This amount then would be covered by special 
legislation superimposed upon the Maritime Freight 
Rates Act in order to recompense the carriers for 
their revenue requirements based on the existing normal 
rate, 

The question arises what about the rates 
on Billets, Blooms and Wire Rods, for example, to 
points beyond Montreal, or what we call the fringe? 
Dosco proffers in that eonnection that the differences 
that applied on Billets, Blooms and Wire Rods as of 
July 31, 1959 over Montreal to points beyond be 
added to the Montreal base rates, 

Incidentally, I should observe this is not 
the arbitraries we are asking to be added on -- the 
arbitraries that go to making up the integral rates 
between the Maritimes and points beyond Montreal,but 
this is what you might call the differences that 
exist today in respect of the rates over Montreal to 


various points, 
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As a result the following rates would obtain: 
Sydney, N.S. to Brockville, Ont. Montreal base 589, 
difference 81, 670 compared with 1083 on July 31, 1959. 
Sydney, N.S. to Kingston, Ont. Montreal base 589, diff- 
erence 110, 699 compared with 1112 on July 31, 1959, 
Sydney, N.S. to Belleville, Ont. Montreal base 589, 
difference 329. 918 compared with 1331 on July 31, 1959, 
Sydney, N.S. to Toronto, Ont. Montreal base 589, 
difference 384, 973 compared with 1386 on July 31, 
1959. 

I should observe too that at our plant in 
Etobicoke we ship wire rods for further processing, 
and as of July 31st, 1956 that is the rate we paid 
in respect of moving the wire rods from Sydney all the 
way to Toronto, and there we process the wire rods 
into wire and nails as well, 

Just for a moment I would ask you for the 
purposes of comparison to look back at that rate 
‘that applies by truck from Ham&lton to Toronto, at 
page 17: $2.688 per gross ton. 

In the case of Bars the Hamilton to Montreal 
weighted rate is determined as subjoined: from 
Hamilton to Montreal on July 31st, 1959 the competitive 
rate is shown as $10.75, and the winter rate is shown 
as $11.65. On June 30th, 1927 the rate was $6,83, 
so that the increase in respect of the summer rate 
is $3.92, and the winter rate $4,82,. The weighted 
rate as of July 31st, 1959 was deteremined at $11.09, 


and the rate as of June 30th, 1920, $6.83 showing 
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a difference of $4.26, The rate to apply from Sydney 
to Montreal should therefore not exceed $11.09 per 
long ton. The approximate normal rate for the 

current agreed charge of $11.20 per long ton is 
approximately $14.74. 

MR, FRAWLEY: I don't understand that. How 
do you get the $11.20? 

MR, MATHESON: The $14.74 is by mathematical 
calculation to determine what would be the so-called 
normal rate for the purposes of reimbursement to the 
railways, So, the difference between $11.20 and 
$14.74 would be the amount the Canadian National 
Railway would receive under the Maritime Freight 
Rates Act, 

MR, FRAWLEY: The rates shown in the agreed 
charge is $11.20? 

MR, MATHESON: That is right, 

MR, PRAWLEY: And you get the difference 
from the Minister of Finance up to $14.74? 

MR, MATHESON: That is correct. 

MR, FRAWLEY: Is this your agreed charge? 

MR, MATHESON: That is our agreed charge. 

MR. FRAWLEY: Why don't you publish $14.74? 

MR. MATHESON: $14.74 -- the railways would 
nat get the business. 

MR, FRAWLEY: - Why don't you publish $14,742? 
You only pay part of it, but why should not it be 


shown? 


MR, MATHESON: Why show it in the tariff when 
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it doesn't mean a thing as far as the Shipper is 
concerned, 

MR, FRAWLEY: Well, that is what the 
railways are getting. | 

MR, MATHESON: It would only confuse the 
matter, I can anticipate in our company a lot of 
these bills coming in for correction, and it would be 
a tremendous job. It is even bad enough now, 

MR. FRAWLEY: Well, it may be better to 
let the rest of the world be confused, but it took me 
about three telephone calls to my good friends in the 
Canadian National Railways to tell me what the rate 
was. They had to do a real calculation to come up 
with the right rate, | 

MR, MACDOUGALL: It shows you how hard the 
Canadian freight rate structure is to understand, 

MR, SINCLAIR: The Maritimers understand it, 
The Albertans may not, but why they should be interested, 
I don't know, 

MR, MATHESON: We]l, Mr. Frawley, I get 
confused myself, 

On the 30 per cent lewel of reduction under 

| the Maritime Freight Rates Act the railway receives 

a reimbursement of approximately 354 cents per long 
ton, The amount to be covered in this case, by special 
legislation superimposed upon the Maritime Freight 
Rates Act, to recompense the carriers for their 
revenue requirements based on the existing normal rate 


would be but eleven cents. 
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By the application of the existing commodity 
rate iipeeeeate from Sydney to Toronto over Montreal, 
the resultant rate would be determined as follows, 
and I go on and point out the Montreal base at $11.09 
plus the current commodity difference of $3.81, and 
I come up with $14.90 per long ton compared with 
$20.38 as of July 31st, 1959. 

The rates on steel from Sydney, Nova Scotia 
to western Canada are currently constructed by 
arbitraries over the Montreal-Toronto-Windsor rate 
group and Dosco is not herein proposing any changes 
in the recognized arbitrary structure. In the absence 
of making any proposal it necessarily must follow 
that Dosco must stand opposed to any proposal that 
would worsen, in any way, its competitive position 
in the western market confronted as it is now with 


intense foreign competition, 


CONCLUSIONS 

The limited and scattered markets in the 
Maritimes a the uncertainties, restrictions and 
vicissitudes of foreign trade dictate that for 
industries to develop and expand in the area, an 
outle+s must be found in the larger markets of 
Canada, To be able to do this transportation costs, 
both relatively and absolutely, must be maintained 
at a level to make an outlet possible. This implies 
that the facilitating rate structure must also be made 


flexible and subject to periodical adjustment. 
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If one could state with certainty that 
competitive influences on the rate structure have 
become more or less stabilized then such periodical 
adjustments would only be required in connection with 
general rate changes as may be authorized from time 
to time by the Board of Transport Commissioners but, 
in any event, not less than every three years - unless 
Some outstanding alteration is made or development takes 
place that could conceivably have detrimental 

z consequences - if adjustments were not effected, 

In so far as the Maritimes are concerned, 
perhaps at no time since the years 1925 and 1926 has 
the full significance of the impact of the trans- 
portation changes that have been taking place during 
the last thirty years been brought more forcefully to 
the fore, The reason for this is that one can now see 
the effects of the changes in a broader perspective. 

In a recent economic study prepared by a 
well known firm of consultants (Arthur D. Little, Inc.) 
for the Nova Scotia government, the following 
conclusions were reached on Dosco's Sydney operations, 

"Our analysis of Dosco's position in 
the steel industry indicates that Dosco 

must expand beyond the present product 

line" 

"Steel manufacturing costs are about 
‘thé ‘same in Sydney and in a new mill close 
to major markets, However, because of 


freight charges in delivering flat-rolled 
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products to market, the mill logically 
would be located close to the market," 

"We anticipate that Sydney, with 
proper government support, will be 
expanded to is optimum economic level," 

"To permit expansion of existing 
facilities at Sydney and to keep them 
operating as long as possible the 
government of Nova Scotia should eontinue 
its fight to reduce freight rates which 
now seriously penalize Dosco in relation 
to its competition," 

It is submitted that these conclusions 
succinetly set forth the situation facing Maritime 
industries dependent upon the larger markets of Canada, 
The required remedy may vary in degree contingent upon 
the nature of the commodity, that is, whether it is 
relatively of high value, bulky or otherwise, 

The plan of rate assistance that Dosco urges 
“s diveeted tu ofS-setting fre’ght vate charges “which 
now seviously peneliz? (it) in relation vc its 
competition”, In seeking "not in excess of rate 
parity” with Hamilton at Montreal Dosco is merely 
reaciing out to the fringe of the major steel marke t 
(Quebec and Ontario account for 82 per cent of the 
current steel consumption, Ontario consumes 59 per 
cent +7 Quebec 23 per cent.) in Canada with such 
surcharges in rates to points in central Canada beyond 


that are obtainable from today's rate structure. 
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In the case of one large Maritime industry, 
it has been indicated that it would require assistance 
equivalent to 100 per cent of the "select territory" 
portion of the through rates in order for its Maritime 
plant to remain competitive. Obviously, Dosco also 
needs the equivalent of this 100 per cent assistance 
to make it truly competitive in the whole of central 
Canada, on tee: as a very minimum, it must have 
at least parity at Montreal with its et 
competitors Tomated in the Hamilton area. It is 
hoped that the Commission in its considerations will 
be able to evolve an appropriate plan with acceptable 
results, 

Whatever form assistance may take Dosco 
submits that it should be clearly identifted with the 
transportation factor as a matter of public policy. 

In this connection Dosco's approach to wie deeade its 
handicap, however, is predicated upon the historical 
purposes behind the Maritime Freight Rates Act and 
in striking at proposed rates for destinations beyond 
Montreal the existing rate structure was also invoked. 

The question has been raised whether freight 
rate assistance should also be extended to other modes 
of transport serving the Maritime area and thus maintain 
competitive relationships. The proposition may be 
fraught with difficulties and possible administrative 
problems, However, time has not permitted a thorough 
investigation of the question and, as a consequence, 


Dosco is constrained from expressing its views thereon 
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at this time, Be that as it may, Dosco reiterates 
that it is opposed to the regulation of water transport 
between the Maritimes and other parts of Canada, 

Reference to coal rates has been purposely 
excluded from this presentation since problems 
relating to the ooal industry are currently under 
investigation by another Commission, However, Dosco 
does wish to point out that had "hold downs" in 
increases been applied to steel rates as had been 
done in the rates on coal Dosco would have been in 
a better relative position than it has been. 
Incidentally, the authorized increases in coal rates 
from April 7th, 1948 to July 31st, 1959 have totalled 
$1.40 per short or long ton whereas in contrast 
the actual inerease in the rates on wire rods from 
Sydney, N.S. to Montreal, Que. and Toronto, Ont in 
the same period amounted to $5.72 and $8.06 per long 
ton respectively, 

In closing, we appreciate the opportunity to 
present Dosco's views and proposals. We hope that 
this submission will be helpful and if there is any 
further information that the Commission may desire 
we will be pleased to make it available. 

THE CHAIRMAN; We will adjourn now until 
10:00 o'clock tomorrow morning. 


---Adjournment, 
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PART I 


INTRODUCTORY 


Le The operations of the Dominion Steel 
and Coal Corporation, Limited at points extending 
from Wabana on Bell Island, Newfoundland to 
Walkerville, Ontario, a distance by water of 1840 
miles and by rail from St, John's, Newfoundland 
of 2127 miles, include ore mines at Wabana, limestone 
mines at Aguathuna, Newfoundland, coal mines in 
Cape Breton, a steel plant at Sydney, Nova Scotia, 
steel works and a railway car plant at Trenton, Nova 
Scotia, coal mines at Thorburn, Nova Scotia, shipyards 
at Halifax, Nova Scotia, a small fabricating plant 
at Saint John, New Brunswick, steel fabricating plants 
at Montreal in Quebec and Etobicoke (Toronto) and 
Walkerville in Ontario, In addition to the 
productive effort involved in those operations, the 
Corporation owns and operates steamships and three 
railroads, 

2e It can readily be seen, from the 
scattered operational scope and the distance range 
that freight costs, transportation and problems 
relating thereto loom very large in importance 
in the conduct of Dosco's business; and particularly, 
is this so when it is considered that the 
Corporation's major works are located in the Atlantic 
provinees remote from the principal market are in 


Canada, (i.e., between Montreal and Walkerville) where 
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presently about 75 per cent of the Steel consumption 
occurs, Therefore, while the trasnportation factor 
is directly or indirectly of considerable importance 
to the plants of the corporation located in the central 
provinces, it bulks larger in respect of works in the 
Atlantic provinces because of the great distances 
involved to the principal consuming region and 
because freight costs represent an important element 
in the complex steel marketing structure, To offset 
differences in such costs its absorption has evolved 
as a recognized method of equalizing competition as 
between producers shipping to a particular point, 

ay The Atlantic provinces are a relatively 
small steel consuming area, (In 1959, exclusive of 
rails and tie plates delivered to the railways at 
Sydney, N.S. for "On Company Service" in the Maritimes 
and exclusive of blooms and ingots to Trenton for 
Shipment therefrom to Maritime destinations, only 3.7 
per cent of the total shipments from Sydney works was 
for the Maritimes, ) Indeed, a substantial portion 
of the steel outlet in the Atlantic provinces is to 
Dosco plants at Saint John and Trenton and even 2 
large proportion of the latter's production finds its 
way into central Canada, All in all, if the Sydney 
steel plant was entirely dependent upon the market 
of the Atlantic provinces it could only operate a few 
weeks each year. Consequently, to obtain a volume 
to afford economies of scale, most of the production 


from the Maritim? area mus% be shipped into central 
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Canadian and/or the world export field, 

a While the Sydney plant is situated 
close to its coal source and approximately 360 miles 
from the Wabana ore mines and 180 miles from the 
limestone quarries at Aguathuna, Newfoundland, those 
proximities to raw materials do not weigh as 
advantageously as it would appear in relation to 
plants located in southern Ontario. The high 
phosphorous and silica content of the Wabana ore and 
the fact that Cape Breton coals make poor coke present 
processing problems, On this aspect, the report on 
"The Canadian Primary Iron and Steel Idustry" prepared 
for the "Gordon Commission" observed that "Dosco 
steel making costs may, on balance, be somewhat higher 
than those of the other producers", (Page 17). 

be It has often been aero -- and it is 
a fact -- that the steel industry located at Sydney 
has a more advantageous position to export markets 
compared with other Canadian primary steel producers, 
However, while, in the past, the export market 
afforded the Sydney location some advantages the 
increased competition, which the industry has been 
confronting from other steel producing countries 
with their lower living standards, long term export 
credit terms and other trade policies, has resulted 
in a continual decrease in the percentage of production 
that is exported. (Whereas in 1936, for example, 61,05 
per cent of the steel shipments from Sydney works were 


to export markets, in 1959, exports only accounted 
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for 3.11 per cent of the total quantity, ) 

6. Even within the domestic market it 
has been difficult, on occasions, to compete with 
foreign producers and it has resulted either in 
increased absorptions where marginally possible in 
order to remain competitive or withdrawal from the 
market entirely. Dosco's ability to contend with 
imports is less strong because of transportation 
differentials that it has to absorb in the first 
place, 

Te It is also a well-known fact that 
Canada can exert only a very limited influence over 
world trade policies and the steel industry in the 
Maritimes has already experienced adjustments and 
curtailments stemming from severe competition in the 
export field. What was a relative advantage, some 
years ago, in shipping to world markets no longer 
obtains and, indeed, in some respects has become a 
disadvantage when compared with other primary 
producers who can maintain their operations at a 
satisfactory level by disposing of their production 
entirely in the domestic market and realizing thereby 
a higher dollar return per ton of product than can 
be obtained in the export field. 

Be The prime disadvantage of the Sydney 
industry, therefore, lies in the relatively long 
distance from that part of Canada constituting the 
principal steel market area, Steel industries 


located within that pale have the added advantage 
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1 

2 of being able to effect delivery within hours or 2a 

3 very few days, Moreover, they possess also alternative 
4 methods of delivery to a greater degree, Then too, 

5 the impact of transport competition has resulted in 

6 rate reductions to a much larger extent than 

7 obtaining in the fringe area, Concomitant with this 
8 the competitive position of the Sydney steel industry 
9 has been further aggravated by the horizontal 

10 percentage increases in freight rates which have also 
11 contributed to upset rate relationships and forced 

12 greater absorptions in transportation costs, when 

13 that was possible at marginal net returns, in order 
14 to obtain access to the principal markets in Canada, 
15 These combination of developments have had erosive 

16 effeets on the movement of Dosco traffic from Sydney 
17 works in an expanding economy, 

18 9° The need to cater to customers on 

19 Short notice, the relatively higher costs in shipping 


finished products from the Maritime area, and the 
effects of motor truck competition on the freight 
rate structure in the central provinces all 
contributed in forcing Doseco to establish finishing 
plants within central Canada. Those plants use 
primary steel produced at Sydney but the semi- 
finished steel used by the finishing plants mst 
bear high transportation costs resulting from the 
long haul from the Sydney plant, 

10% In the Corporation's submission to the 


Gordon Commission it was stated that: 
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"the production of finished goods 
in Nova Scotia for shipment to central 
and western Canada entails a heavy 
financial burden, which, viewed in its 
most favourable light, is a serious 
handicap and which, if borne too long, 
might well prove economically disastrous, 

It would therefore seem that the 
vital interests of the primary steel 
industry in Nova Scotia would best be 
served by having more finishing plants 
in the large market centres, whence 
completely manufactured goods can be 
supplied expeditiously and economically." 
ll. iIn furtherance of its policy to 

participate in Canada's expanding market for 
finished steel, the Corporation announced, some 
time ago, that a hot and cold sheet and strip mill 
would be constructed in the vicinity of Montreal, 
12. Presently, Dosco has no facilities 
for the production of flat rolled products, which 
comprise about 50 per cent of the current steel 
market, Slab steel for this mill would be 
produced at Sydney. But the movement of this semi- 
finished product to the proposed new works, as in 
the case of billets, blooms and wire rods to the 
Montreal Works, involves a transportation cost 
that would be eliminated if a fully integrated 


steel operation was established in the Montreal area. 
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13% A recent locational study, prepared 
by Arthur D, Little Inc, for the Nova Scotia 
government, on the economics of a flat rolling mill 
at Sydney vis-a-vis the Montreal area found, among 
other things, that ‘because of freight rates in 
delivering flat-rolled products to market, the mill 
logically would be located close to the market," 

14, The stark reality of the situation 
is that there has evolved a worsened competitive 
position for Dosco's Maritime Works as a result of 
changing conditions and circumstances involving: 

a) An ambivalence of increasing 

transportation costs from the 
Maritime operations with lesser 
increases and improved services in 
the principal market area, 

b) A less favourable location to service 

customer requirements, 

c) A more highly competitive export 

market for steel products, 

15. The extent to which an industry can 
absorb increasing differences in transportation costs, 
provide warehouse facilities and inventories at the 
principal markets as well as other alternative 
measures to hold a part of the Canadian steel 
market, has its limitations if it is to enjoy the 
economies of scale associated with expansion, 

16. But for the Maritime Freight Rates 


Act the situation would have been relatively worse, 
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Indeed, if it were not for the Act, it is very 
questionable if the Maritime steel operations would 
have been able to carry on at all and certainly not 
at the present scale; - unless in the process the 
increasing level of rail rates would have made 
water transportation more attractive - as it has alread 
done in several instances during the last few years - 
and is likely to do again if rates are further 
increased, 

LT In the parts to follow an attempt 
is made to present in more detail the position of 
Dosco and its veiws on what is required in order to 
obviate the existing handicaps, What has been 
Dosco's experience must also be that of other 
manufacturing industries requiring markets larger 
than that offered by the Atlantic provinces in order 
to be competitive - except perhaps those industries 
that produce high valued commodities of small bulk 
where transportation constitutes an insignificent 


factor, 
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PART II 


RESUME HISTORICAL ASPECTS 


18. Inasmuch as the historical and 
economic aspects of the transportation problem as 
it affects the Atlantic provinces, will undoubtedly 
be fully developed in other submissions to the 
Commission, it is considered sufficient in this 
presentation to emphasize only certain aspects 
thereof in support of Dosco'ts case, 

19, It is implicit in Part I that for the 
Atlantic provinces to prosper, they must have access 
to the principal markets of Canada. Because of 
their location at the fringe of Canada's strip - 
like + economy, it cannot be stressed too strongly 
that there is only one way for chads industries to 
go to reach the large domestic markets beyond, 
Localities at or near the centre, have the advantage 
of trading in diverse directions and possess 
economic potentialities by being adjacent to areas 
of vast natural resources, 

20. To obtain access to markets in the 
other parts of Canada has posed 2 problem for the 
Atlantic area since Confederation, Because of 
distance, a competitive handicap has existed to the 
extent that the cost of transportation to the 
highly competitive markets of Canada is generally 
higher and the transit time relatively longer than 


from the more adjacent sources of supply. The rate 
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disadvantage, in effect, may be considered as a 
cost of production which can be obviated, in part 
of "in toto" by; 
1) Quality production and efficiency, 
2) Sacrifice of labour and/or capital, 
3) Public aid in the form of protection 
in the case of imports, 
uit Reduced or assisted transportation 
charges directed to an extension of 
what would otherwise be a purely 
limited and uneconomic local market, 
21. It is Dosco's submission that the 
Report of the Royal Commission of Maritime Claims 
(1926) - the so called ‘Duncan Commission! - and the 
Maritime Freight Rates Act (1927), which gave 
statutory recognition to that Commission's findings 
and constituted a declaration of policy on the 
peculiar freight rate situation applicable to the 
territory, should form the basis or starting point 
for the consideration of the transportation problems 
that have arisen since that time with but one 
reservation; = cognizance still has to be taken of 
the fact that there still remained imbedded in the 
rate structure the effects of World War I horizontal 
increases, 
22. The Act had the intended effect of 
correcting partially the relative freight rate 


Situation which had been destroyed in "commercializing" 


2) 
the Intercolonial Railway segment of the Canadian 
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National Railways, by freight rate revisions and 
horizontal percentage rate increases between the 
years 1912 and 1927. It re-established partly the 
policy inherent in the construction and operation 
of the Intercolonial Railway - a policy which 
recognized that; 
2) Strategic considerations resulted 
in a railroad longer than necessary, 
b) "Commercial considerations were 
subordinated to national, imperial 
and strategic considerations," 
¢) The Intercolonial was intended 
"To afford Maritime merchants, 
traders and manufacturers the markets 
of the whole Canadian people instead 
of the restricted markets of the 
Maritimes themselves," 
da) The cost of the railway 
"steuld be borne by the Dominion and 
not by the traffic" (Preanble to 
the Maritime Freight Rates Act (1927)) 


on the line. (Underlining inserted), 


23 In order to re-establish this policy 
in the form of a "broad measuring" commensurate with 
the conditions and circumstances existing at that 
time, the Maritime Freight Rates Act provides that: 

a) The rates on the lines of the Canadian 


National Railways located from the 
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b) 


c) 


i) 


e4, 


Seaboard to Diamond Junction and 
Levis, Quebec, designated as "Eastern 
Lines", are required to be reduced 
by approximately 20 per cent, 
"Approximately 20 per cent" reduction 
is to apply on the "Eastern Lines" 
proportion of the through rates from 
points in the area described as the 
"Select Territory" to points outside 
(increased to 30 per cent effective 
July 1st, 1957) and on export traffic 
from points in the "Select Territory" 
to ocean ports in that territory. 

The reductions are not to apply on: 
All-rail movements to or from the 
United States, 

Eastbound traffic from points west of 
Levis and Diamond Junction, 

Import traffic, 

Export traffic from points outside 
the "Select Territory". 


Passenger and express movements, 


In recommending the "broad measuring" 


that was subsequently enacted, the Duncan Commission 


was careful to point out that: 


} 


The relief was not intended to 
offset the detailed claims then 
before the Railway Commission except, 


in effect, those that would be 
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rectified by its recommendations, 

The matter of increasing rates by 
horizontal percentages "in view 

of the importance of railway rates 

to long distance and heavy traffic", 
Should be taken into fresh considerati 
by the Railway Commission, The 
report on the incidence of horizontal 
percentage increases, reads in part 
at pages 26 and 27 of the report as 
follows:- 

"There is one further very important 
feature of the railway situation, as 
it affects the Maritimes, which calls 
for special mention. In one sense it 
is connected with the problems that 
we have been discussing, but its 
immediate incidence is not so inter- 
connected with the general problem 
as to make it impossible to deal 
with it separately. Indeed the 
reaction of the burden which it 
imposes is so great that, in our 
view, it should be dealt with as a 
special problem, We refer to the 
system under which, during the late 
war, flat percentage increases 
(known as "horizontal increases") were 


added to railway rates." .ccccccccce 
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"By the mere operation of railway 
increases = and having no relation 

to any other business considerations - 
the burden which 2 Ty@atén (Nova 
Scotia) plant has to meet now as 
compared with a Hamilton plant is 

much greater in money than it was 
formerly sas vb eree's 

"In view of the importance of 

railway rates to long-distance and 
heavy traffic, we have no hesitation 
in recommending that the matter should 
be taken into fresh consideration by 
the Railway Commission, that they 
should be relieved from the necessity 
of regarding themselves as bound by 
any such declaration as is referred to 
but should be free to consider the 


whole question on its merits."...6. 


It is apparent from the Duncan 


Commission's Report that the immediate measure 


recommended was 


intended as a partial remedy only. 


There was left for further consideration other 


matters including the impact of horizontal percentage 


increases on long distance and heavy traffic that 


could possibly be rectified within the regulatory 


framework. Indeed, almost from the time that the 


Maritime Freight Rates Act came into being, the 
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previously destroyed relationship resulting from 

"World War I" increases were accentuated by rate 
reductions outside the territory arising from the 

advent of increased motor truck competition, It is 
doubtful that the Duncan Commission in its investigation 
had realized the full Significance of the competitive 
Situation that subsequently developed, nor, for that 
matter, did the framers of the Maritime Freight Rates 
Act, 

26. The changing transportation conditions 
as it relates to Dosco's relatively increased freight 
cost handicap from its Maritime operations, may be 
divided inks two periods: - the first from about 1930 
to 1939, when the inroads of competition of other means 
of transport, particularly the motor truck, resulted 
in rate reductions and improved services in the central 
part of Canada and the second or post-war period 
from 1946 to the present, when concomitant with the 
continued effects of competition in central Canada on 
the one hand, rates were subject to authorized horizontal 
percentage increases, on the other, amounting up to 
about 157 per cent as of December 1st, 1958 and 
rolled back temporarily to 142 per cent as of August 
1st, 1959 urider the Freight Rates Reduction Act. (1959). 

rg The change in the percentage reduction 
on the "Select Territory" proportion of through rates 
from the Atlantic provinces and part of Quebec that 
was established on July 1st, 1957 at 30 per cent 


instead of 20 per cent under the Maritime Freight Rates 
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Act, helped to ameliorate the impact of the authorized 
increases, Meanwhile, perforce of the repeated 
increases since April Sth, 1948 the cumlative rail 
rate levels have been reaching the point where water 
transport, even allowing for conveniences inherent 

in rail transport, was becoming more and more 
competitive. In fact, in 1959, even despite the roll- 
back effected on August lst of that year, it had 
become manifest that recourse would have to be 

had to water movement in order to alleviate the 
erosive effects of a combination of horizontal rail 
rate increases from the Sydney works and rate 
reductions from transportation competition in the 


central region, 
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PART III 


THE IMPACT OF HORIZONTAL PERCENTAGE INCREASES 
eae Sonebeanipreensnmnssanguevumsoepeetindinnmesion nets 


28.  Dosco has repeatedly emphasized 
before the Board of Transport Commissioners and various 
Royel Commissions that horizontal percentage rate 
increases were worsening its steel competitive position 
in the principal markets of Canada and while the plea 
has been given sympathetic considerations no 
alternative has emerged to give the required 
alleviation on the grounds that no other method was 
practicable if the railways were to meet their 
revenue needs, 

296 From time to time, various exceptions 
to horizontal percentage increases had been proposed 
including modified percentage increases subject to 
maxima as a means to lessen the effects on Dosco's. 
long haul steel traffic. In support of Dosco's case, 
references were also made, from time to time, to 
exceptions made by the U.S. Interstate Commerce 
Commission in general revenue cases, 

30, Although some relief has resulted from 
the increased reduction in the "Select Territory" 
proportion of through rates and from the "Roll-back" 
from a: increase of 17 per cent to 10 per cent ” 
under the Freight Rates Reduction Act, the absolute 
increases in differentials from Sydney, N.S. vis-a-vis 
Hamilton, Ontario to points in the principal consuming 


area of Canada remain relatively substantial, 
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31. In appendix 5 it is shown that the 
differential on billets, blooms and wire rods from 
Sydney, N.S. to Montreal, Quebec vis-a-vis Hamilton 
to Montreal as of August lst, ei Gunde dl at $4.87 
during the summer months and $1.92 during the winter 
months compared with $1.30 on July 1st, 1927 the date 
the Maritime Freight Rates Act became operative and 
resulted, in offsetting partly the spread in rates that 
emerged from the commercializing of the Intercolonial, 
However, pursuant to hapebAnte rates effected on 
December 14, 1959, the differentials on those 
commodities were reduced to $4.41 during the summer 
and $1.46 during the winter, To Toronto, the rail 
rate differential on wire rods Sydney vis-a-vis 
Hats&lton on June 30, 1927 stood at $4.90 per gross 
Ges wher@as on July 1st, 1927, pursuant to the 
Maritime Freight Rates — it was $4.10. As of 
April 7, 158, the differential had risen to $4,20 
whereas today it is $9.15. Im March, 1959, the truck 
rate on steel products Hamilton to Toronto was $2,464 per 
gt. and today it stands at about $2.688 per g.t. As 
@ consequence the actual freight differential Sydney 
vis-a-vis Hamilton is about $10.35 per gt. 

32. Appendices 2 and 3 detail the increased 
differentials to specified destinations that have 


evolved since April 7, 1948 and Appendices 4 and 5 set 


forth further data showing a cross section of the 


changes that have taken place to the deteriment 
relatively of Sydney Works, ‘There are a number of 
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destinations included in the appendices to which 
Sydney onee shipped certain finished steel products, 
Today, those markets are uneconomic because of the 
freight rate increases that have been effected from 
time to time, Some are now served from the finishing 
plants located in the area but increased transportation 
costs are also involved in transporting the semi-e 
finished steel for processing, 
33. In Dosco's fiscal year ending July 

31, 1959, the total transportation costs in respect 
of traffic originating in or destined to the Maritimes 
involving Dosco and Dominion Coal Company's Maritime 
Operations, but exclusive of freight costs in the 
delivered prices of materials purchased and materials 
sold F.0.B. plant, amounted to over $16,000,000,00, 

34. From Sydney Works alone the outbound 
rail freight cost incurred by Dosco amounted to about 
3.2 millions, Since steel shipments to destinations 
in the Maritimes are sold generally F.0.B. plant, 
about all of this rail freight bill was incurred in 
respect of steel movement to stations outside of the 
"Select Territory," (West of Levis and Diamond, que.) 
Qut of this amount, approximately $1,861,269,00 or about 
59 per cent has to be absorbed to meet the competition 
of the principal steel producers in the central area, 
If one were to assume there was an integrated steel 
plant at Montreal, the absorption per ton of billets 
would then be in the order of the cost of freighting 


from Sydney. Today, rail costs on billets, blooms 
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and wire rods from Sydney to Montreal is $8,96 per 

Set. If the outlet for those products in the Montreal 
market amounted to 200,000 g.%, per annum, the absorption 
for the Sydney Works compared with a steel plant in 
Montreal would amount to almost 1.8 million dollars, 
Those illustrations should be sufficient without 

further minutiae of date to show that because of freight 
costs the selling value of products at Sydney Works is 
forced to a relatively lower level than more favourably 
located plants serving the principal markets of 

Canada, 

356 In appendix 9 there is set forth the 
principal statistics of the primary iron and steel 
industry for Canada, Nova Scotia and Ontario for the 
years 1950 to 1958, An analysis of this date, subject 
to whatever qualifications such statistical material 
may require, will show that the selling values 
obtaining for primary iron and steel at plants in 
Nova Scotia are comparatively low when the sum of 
raw materials, cost of electricity and fuel, wages 
and salaries are related to such values, 

36, It cannot be gainsaid, therefore, that 
the necessity of absorbing differences in transportation 
costs to the principal markets constitute a predominant 
factor in depressing the returns to various types 
of industries in the Atlantic area and as a consequence 
has unfortunately placed a limit on development and 


expansion, 


3Te In the evolvement of the rail rate 
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structure applicable within and from and to the 
Atlantic provinces, cognizance, more or less, has had 
to be taken of water competition, It is possible, 
however, that from time to time the pervasiveness of 
cheap water transport as an alternative to land 
carriage has not always been fully appreciated, 
Indeed, it is this influence that accounts mainly 

for the extensive rate groups associated with the 
region's rail rate structure, 

38, Montreal is 740 miles by water from 
Sydney compared with 931 rail miles, New cargo vessels 
capable of fifteen knots and more per hour can 
navigate the distance in 45 to 55 hours, allowing for 
reduced river speeds, Even some of the slower 
colliers in the trade in 1959 have only taken 66 hours 
to ply-the distance, The fast freight schedule from 
Sydney to Montreal is presently 53 hours compared with 
79 hours and 45 minutes before the Canso Causeway was 
opened on May 14, 1955 but this is not the plant to 
plant time since cars have to be moved to and from 
terminal yards and oftentimes delays occur in 
switching. 

39. True, vessels take time to load and 
discharge, also cargoes have to be assembled and 
substantial tonnages require storage and result in 
larger inventories but there is a line of demarcation 
beyond which increasing rail costs dictate a re- 


assessment of the advantages and disadvantages of each 


transport media. 
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40, Indicative of the effects of the 
horizontal percentage rail rate increases on steel 
rates from Sydney, N.S. Dosco found it advantageous 
to ship two cargoes of steel by water to its Montreal 
Works in 1959, This was not a new undertaking, In 
years past, it has found it advantageous to ship 
steel directly by water as far as the head of the 
lakes, Moreover, it is a customary practice for 
Dosco to ship steel by water to Vancouver, B.C, via 
the Panama Canal. 

41, | Studies undertaken by Dosco during 
the last two years have shown that the St. Lawrence 
S@a@uay would enable it to lessen the impact of 
horizontal increases to some interior markets, but 
the Seaway has also facilitated steel importation at 
lower laid down costs in vessels other than those of 
Canadian or Commonwealth registry. 

4@, Water transport between ports in the 
Atlantic provinces and Canadian ports on the Great 
Lakes = St. Lawrence waterway is not subject to 
regulations under the Transport Act and since this 
alternative means to facilitate the movement of goods 
from the Maritimes is mentioned it should be stressed 
before the Commission that Dosco must of necessity 
stand opposed to any regulatory measure that would 
have the effect of worsening any more its competitive 
posture already seriously handicapped by distance, 

43, While water transport offers an 


alternative means to move steel products during the 
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season of navigation and while it also can exert a 
temporizing influence over further horizontal percentage 
increases, yet, the fact remains =< absorptions are 

none the less necessary to equalize the disadvantages 


which the increases have aggravated, 


PART IV 
THE CARRIERS AS PART OF DOSCO'S PRODUCTION LINE 

44, The establishment and acquisition of 
finishing plants in the ¢entral provinces has made 
the carriers part of Dos¢co's production line for the 
movement of primary and other steel products from the 
Sydney works, 

45, When it is considered that Montreal 
and Toronto are 931 and 1263 rail miles from Sydney, 
one can realize the importance that attaches to 
transportation and the need for fast, regular and 
reliable services, 

46, Moreover, in addition to increased 
rate differences in the ikem@g hauls there are 
inventory expenses including interest while products 
are in transit, 

h7, Faster transit times and also increased 
co-operation and improved liaison between the railways 
and Dosco have resulted in better handling and 
scheduling of coal and steel, Because of the distances, 
the operation is, of course, more vulnerable to delays 


arising from adverse weather and the incidence of 
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other retarding conditions such as run-dffs, 

48, In the period August 1, 1958 to July 
31, 1959, 85 per cent of the shipments from Dosco'ts 
Maritime plants were by rail, 13 per cent by water 
and but 2 per cent by truck, This relatively 
high percentage by rail vis-a-vis trucks emphasizes 
the degree to which Doseo has been dependent upon the 
railway. 

49, The truck shipments from Doseo's 
Maritime plants are intra-territopial, Trucks have been 
non-competitive in the transport of steel from 
Sydney, N.S. to central Canada, Basically, the 
Maritime Freight Rates Act is not the deterrent in 
that connection. The non-competitiveness is largely 
accounted for by the littoral topography of the 
Atlantic provinces which in turn has had its impact 
on the rate structure in the incidence of large 
rate groups stemming from the influences of water 
competition, Then, again, steel lends itself to 
heavier loading per car unit than possible by 
truck and this also has a bearing on the resultant 
rates in the long haul. 


50, Left blank. 
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PART V 
COMMERCIAL CONSIDERATIONS INVOLVING RAILWAY 
COSTS SUBORDINATE TO THE GENERATING OF 
MARITIME TRADE 

Bl. In evidence submitted before the Royal 
Commission on Transportation - 1949, it was 
indicated by the Canadian National Railways that on 
balance the Atlantic region is in the category of a 
light density operation, Since that time, it would 
not appear that there has been any material change 
to alter that classification except that the inclusion 
of the Newfoundland Railway would tend to lower the 
average density factor, 

52. It is axiomatic that the lower the 
density on a line the greater the allocation of 
constant expenses to the per ton mile cost of moving 
traffic. 

ps te Pe The Atlantic region railway operations 
are also beset with increased costs owing to 
relatively high gradients and sharper curvatures on 
not only branch lines but also on segments of the 
main line, Take, for example, from Sydney, N.S. to 
Moneton, N.B., the diesels classed as MR-16 operating 
out of Sydney, N.S. can only handle per unit 1500 
tons “rom Sydney to Havre Boucher, N.S.; 1300 tons 
from Havre Boucher to Truro, N.S.; 1650 tons from 
Truro to Moncton, N.B.; in contrast to 2100 tons 
from Moncton, N.B. over the so-called National 


Transcontinental line of the Canadian National Railways. 
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54, The Intercolonial Railway system 
proper in 1889 operated 1564 miles of railroad, 
nbn 1889 to March 31, 1919, the absorption of 
other railroads in the territory increased the 
mileage to 2206. From 1919 to 1931 the Canadian 
National Railways Company took over in Atlantic 
region 552.42. miles of railroads that were in 
difficult finaneial straits, 

55. By the terms of Confederation with 
Newfoundland the railway on that island was eine 
added to the Canadian National Railways! regional 
operations, Subsequently, the Temiscouta Railway 
from Edmundston, N.B., to Riviere du Loup, Que,, 
was absorbed, 

56. When it is considered that in the 
period 1929 to 1934 inclusive the group of small 
railroads, consisting of the Quebec Oriental Railway 
and the Quebec and Western, the Inverness Railway, 
Kent Northern and the St, John and Quebec railways, 
had an average annual ineome deficit of $1,130,340 - 
some conception can be obtained of the additional 
costs imposed upon the regional operations in fp 
furtherance of the underlying public policy to 
promete national integration. 

57. To the extent that the costs of 
railroad operations in the Maritimes are increased 
by the characteristics of the roadbed and to the 
extent that such costs are inereased either directly 


or indirectly as a result of the acquisition of very 
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light density lines, then to that extent are the costs 
of moving intra and inter-regional traffic increased 
and consequently the higher the "cost" rates would be 
as compared with operational regions possessing 
roadbeds of better operational vbawaneda and enjoying 
high traffic densities per mile, 

58, Two of the most significant findings 
of the Royal Commission on Maritime claims in 1926 
respecting the purposes behind the construction of the 
Intercolonial Railway were: 

"To afford to Maritime merchants, 
traders and manufacturers a market of 
several millions of people instead of their 
being restricted to the small and scattered 
populations of the Maritimes themselves" 
and 

"That to the extent that commercial 
considerations were subordinate to national, 
ehenped tint and strategic considerations, the 
egost would be borne by the Dominion and 
not by the traffic that might pass over the 
line," 

59. These findings recognized as they are 
by statute through the preamble of the original Maritime 
Freight Rates Act constitutes as forceful 4 directive 
today as it did then, Moreover, no more opposite 
statement could be made in support of this position 
than that made by the Royal Commission to Inquire into 


Railways and Transportation in Canada (1932) when it 
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2 said (at pages 76 and 77) of its Report: 


3 "So if today the Intercolonial - (sic) - 
4 seems to present many of the aspects of 

5 commercial failure, it should be remembered 

6 that its economic defects are to a great 

7 extent inseparable from an origin that had 

8 its roots, and remain rooted, in the broader 

9 gonsiderations of public policy", 

10 60, A priori increased costs per ton or 


11 ear mile of traffic - 


12 a) in part emerging from the acquisitions 
13 of unprofitable railroads and low 

14 traffic density conditions and 

15 b) in part attributable to more expensive 
16 lines, in terms of the size of trains 
17 hauled per unit of power 

18 should not be charges against any traffic within nor 
19 from the area, The cost of such a policy should not 


only be determined for what it is in the interests 
of the country as a whole but should also be allowed 
for in the rate structure of the area in any new 


approach to its transportation problems, 
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PART VI 
CARRIER COSTS VIS-A-VIS NEEDS OF MARITIME 
INDUSTRIES 

61. Today, it is evident that where the 
alternative transport services constitute possible 
substitutes the cost of service is becoming a more 
utilized basis of rate making, Concurrently, value 
of service in the competitive sphere has become more 
acase of the measure of value of one type of service 
being the cost of the nearest substitute or, as put 
by one transport economist "the cost of service by 
the form making the rate sets the lower level of the 
rate, while the cost of performing the service by 
another method sets the upper limit," 

62, Outside the influence of competition 
the old concept of value of service is still operative 
but with restrictive effects on the development of 
traffic, The horizontal rate increases where they 
have been applied and maintained constitute a value 
of service measure in the more familiar sense of the 
term, 

63.  Dosco submits that rate increases 
instead of being applied horizontally should have 
been implemented selectively in order to maintain 
as nearly as reasonably possible the "discrimination 


between" that had existed in relation to the Maritime 


area, 


i 


64, Perhaps in some respects "selectivity 


in applying rate increases would be antithetical to 
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the National Policy of Rate equalization as enunciated 
in Section 336 of the Railway Act, Yet, except for 
limiting rate equalization to class rates as the 
ceiling of the rate structure and in respect of some 
commodity scaleswhere otherwise there would exist 
relative unreasonableness, there is no need for 
stereetyping rail rates in the face of the competitive 
conditions obtaining and the increasing use of costs 
in rate making as exemplified by the growing number 

of Agreed Charges, 

65. In effect there has been compelled 
selectivity in rate making brought about by competitive 
forees whereas traffic less vulnerable to that field 
of influence has been subjected to a greater measure 
of increases, This is borne out by an analysis 
of the Board's waybill studies which shows that 
horizontal increases were applied more effectively 
in respect of traffic between the Maritimes and 
central Canada and between central and western Canada, 

66, Selectivity in prescribing rate increase 
is not a new approach and one finds that the United 
States Interstate Commerce Commission has applied it 
to some degree in several general revenue cases, In 
United States Ex Parte case 212, the Commission 
authorized a small nominal basic increase with a 
couparatively extensive range of exceptions and 


limitations, 


67. It is the restrictive effects of the 


means to an end involved in a series of horizontal 
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1 \ 

2 increases that, in the long run, defeat the end 

3 itself, 

4 68, It cannot be refuted that the 

5 horizontal increases in rates on steel from the Maritime 
6 area did have a restrictive effect on the expansion 


7 of the industry in that area, That there has been 

8 some expansion emerges in part from efforts directed 

9 to obviating the full impact of the rate changes, 

10 But there is a limitation to what can be done in that 
11 direction, 

2 69, In 1926, the ingob capacity af the 

13 steel operations at the Sydneys amounted to 593,000 shor 
14 tons whereas at present it is 930,000 short tons or 

15 an increase of about 57 per cent. In the same period 
16 of time, the combined ingot capacity of the two large 
17 steel plants at Hamilton, Ontario increased from an 

18 ingot capacity of 470,000 short tons to 3,500,000 or an 
19 inerease of about 645 per cent, =<, 

79. To help remedy the adverse effects of 
changed conditions and circumstances Dosco believes 
that it can best be achieved by subordinating distance 
on a “selective" approach directed to offsetting the 

a 
impact of the horizontal increases, 

Tae There may be various ways to do this 

and what may be applicable in one case may not be in 
another, It is realized too that any cut back mst 
take inte eeeount the carriers' revenue requirements 

on hten the horizéntel ica oennee were predicated, 
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Dosco's proposal of a remedy to obviate the 

handicap of distance and assist in affording it, as a 
manufacturer in the Maritime area, the opportunity to 
participate to a greater extent than it has in the 


development of Canada, 


PART VII 


THE "SELECTIVE" METHOD AS APPLIED TO STEEL RATES 


73. Since the end result of changes in 
rates, as they affect Dosco's Sydney Works, has been 
caused not only by horizontal increases but also by 
lesser increases to competitors in central Canada, it 
is submitted that the combination of causes in 
disrupting rate relationships should be taken into 
consideration in any approach to a cut back in the 
prevailing rates, 

TH. In this approach, Montreal is taken 
as a keypoint, This is not a new departure since 
Montreal has always been the nucleus of the rate 
structure between the Maritimes on the one hand and 
central and western Canada on the other, Indeed, if 
it were not for the existence of the Grand Trunk 
Railway between Levis and Montreal at the time the 
Intercolonial was extended to Levis, it is quite 
possible that instead of resorting to "running rights" 
the "Gonfederation" railway would have been 
extended to Montreal. 


75. In any event, the existing rate 
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structure between the Maritimes and stations west of 

Montreal is predicated on arbitraries over the rates 
from and to Montreal, This Btrueture has been 

repeatedly recognized by the Board of Transport 

Count uel oars, . (See for example ~ XII J.0.R. & R. Pe 

61 @ pp. 68, 69, XLII J.0.R, & R. No. 184 @ p, 8), 


76, By taking Montreal, Que. as a keypoint 


Dosco's proposition is not to pay a net rate in excess 
of rate parity with Hamilton at Montreal, Que, What 


is hereinafter proposed is not without substantive 


2 


foundation. Improved vessel units and handling 
techniques geared to the traffic volume offer 
attractive potentialities, Imdeed, even now, taking the 
type of steel originating at Sydney, water transport 
has been quite persuasive on balance in relation to the 
rail rates being suggested as a base, 

77. To determine the rate to apply from 
Sydney, N.S. the first step is to take a weighted 
average of the increase in rates from Hamilton, 
Ontario to Montreal, Quebec from June 30th, 1627 (before 
the effective date of the Maritime Freight Rates Act ) 
to July 31st, 1959 (before the rates were rélled back 
temporarily by the Freight Rates Reduction Act) and adopt 
the result as the maximum increase, To do this the 
rates in effect on Billets;*Blooms and Wire Rods, for 
example, from April 15 to November 30, 1959 and from 
December 1st to April 14, 1959, is intended to e¢over the 
periods December lst to December 31st, 1959 and 


January 1st to April 14th, 1959, from Hamilton to 
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Montreal, were weighted by the volume of steel moved 
from Sydney to Montreal in that period. (Incidentally, 
there is only about 1 per cent difference if, instead 
of using actual traffic figures, a calendar basis were 
used), The various steps in striking at the proposed 


rates follows: 


Billets, Blooms & Wire Rods 


Rates in cents per ton of 2240 lbs. 
From Hamilton, Ont, to Montreal, Que, 


June 30/27 July 31/59 Increase 
Competitive Rate - 455 155 


Commodity Rate 300 798 498 


Weighted rate as on duly 31, 1959 - 589 
This then would be the cost of freighting Billets, 
Blooms and Wire Rods from Sydney, N.S. to Montreal, 
Que, This is the rate Dosco should have if it is not 
to be handicapped. The weighted increase from 
Hamilton to Montreal, in this case, amounts to 289 
per ‘on, On the other hand the rates from Sydney, 
N.S. to Montreal, Que. on Billets, Blooms and Wire 
Rods (exclusive of Maritime Freight Rates Act 
reimbursement to the Railways) were on the same dates 
as follows: 


June 30/27 July 31/59 Increase 


Competitive or 
Agreed charge 510 1179* 669 


Commodity 510 1318 808 


* his is the approximate "normal" rate predicated on 
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the Agreed Charge rate of 896 cents per long ton 
established on December 14, 1959 for purposes of 
reimbusrement to the railways umiier the Maritime 
Freight Rates Act, 

‘The comparison of increases bespeaks Che 
disparate consequences of the changes which have 
taken place during the years indicated, If one were 
to go back to 1916, before the Eastern Rates Case, the 
resulting rate divergence would be even more severe, 
If a mathematical basis is adopted for Dosco's 
proposition of rate "parity" with Hamilton at Montreal 
it can be determined approximately as follows: 

June 30/27 rate Sydney to Montreal 510 

Plus Weighted Increase _289__ 

Total rate without application 

of Maritime Freight Rates Act 799 
By applying the 30 per cent reduction for the "Select 
Territory" proportion of the through rate one then 
obtains a rate of 607 cents per long ton compared with 
the "parity" weighted rate of 589 cents or a 
difference of 18 cents which is reasonably close 
allowing for adjustments in traffic flow. 

However, since the railways current revenue 
unde~ A.C@, 887 is about 1179 cents there would be 
required for reimbursement to the carrier the 
difference between 1179 cents and 589 cents or 590 
cents, Since the Act at the 30 per cent level would 
reimburse the railways to the extent of 283 cents 


there then would be required a further amount of 307 
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2 eents per long ton. This amount then would be 

3 covered by special legislation Superimposed upon the 
4| Maritime Freight Rates Act in order to recompensé the. 2 
5 carriers for their revenue requirements based on the 

6| existing "normal" rate, 

7 TS The question arises what about the 

8 rates on Billets, Blooms and Wire Rods, for example, 

9| to points beyond Montreal? Doseco proffers in that 

10] connection that the differences that applied on 

11] Billets, Blooms and Wire Rods as on July 31, 1959 over 
12| Montreal to points beyond be added to the Montreal 


13] base rate, As a result the following rates would 


14|| obtain: 


15] Sydney, N.S. to Brockville, Ont, 


16 Montreal base 589 
17, Difference 81 
18 670 compared with 1083 on 


July 31, 1959 


Sydney, N.S. to Kingston, Ont, 


Montreal base 589 
Difference 110 


699 compared with 1112 on 
July 31, 1959 


Sydney, N.S. to Belleville, Ont, 


Montreal base 589 
Difference 329 


918 compared with 1331 on 
July °1, 1959. 
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Sydney, NeS_. to Tronto, Ont, 
Montreal base 589 


Difference 384 


973 compared with 1386 on 
duly 31, 1959. 


19 In the case of Bars the Hamilton to 


Montreal weighted rate is determined as subjoined:- 


Bars 


Rates in cents per ton of 2240 lbs, 
From Hamilton, Ont, to Montreal, Que. 


June 30/27 July 31/59 Increase 
Competitive rate = S 1075 392 
W 1165 482 
Commodity Rate (June 30/27) 683 


Weighted rate as on July 31, 1959 = 1109 


Rate as on June 30, 1927 = 683 
426 
S - Summer W - Winter 


The rate to apply from Sydney to Montreal 
should therefore not exceed 1109 cents per long ton. 

The approximate "normal" rate fon the 
current agreed charge rate of 1120 cents per long ton 
is approximately 1474 cents. 

On the 30 per cent level of reduction under 
the Maritime Freight rates Act the railway receives 
a reimbursement of approximately 354 cents per long 
ton, The amount to be covered in this case, by 
special legislation superimposed upon the Maritime 


Freight Rates Act, to recompense the carrier for their 
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revenue requirements based on the existing "normal" 
rate would be but 11 cents, 

By the application of the existing commodity 
rate difference, from Sydney to Toronto over Montreal, 


the resultant rate would be determined as follows: 


Montreal base 1109 per long ton 
Plus current 

commodity 

difference 381 


1490 per long ton 
compared with 2038 
cents as on July 
SL> 1959. 

80, The rates on steel from Sydney, N.S. 
to western Canada are currently constructed by 
arbitraries over the "Montreal - Toronto - Windsor" 
rate group and Dosco is not herein proposing any 
changes in the recognized arbitrary structure, In the 
absence of making any proposal it necessarily must 
follow that Dosco must stand opposed to any proposal 
that would worsen, in any way, its competitive position 


in the western market confronted as it is now with 


intense foreign competition, 


a] 


Bt paren mors’ toad ro noden ode syoerti: hi: er cw ,, 

: ve betorn? enoo ¥ Storer ous sbsasd red gew of if fa 
“abebntw ~ odnonie® tovntieon sald. ove estan | 
ae gubeogetty nteusd dae f oobod Bal quo sist 

ent ae’ soni ourte erent tae ex lagooey suit ae eegnedo 
Sasom Ylkeeetoogy Ht Egeogortg Pas _aetlae to sonoads 
Tmepqoiy Yas oF beaegao. Basta ‘Sem onto bia Watton’) 
Bott two evttntegnos adh ae Yess at 


sgt bas ak tt Ba Sele ove nes 


iad 


ANGUS, STONEHOUSE & CO. LTD. 38. 
TORONTO, ONTARIO 


PART VIII 


CONCLUSIONS 


81. The limited and scattered markets in 
the Maritimes and the waeewhatutd Se, restrictions and 
vicissitudes of foreign trade dictate that for 
industries to develop and expand in the area, an 
outlet must be found in the larger markets of 
Canada, To be able to do this transportation costs, 
both relatively and absolutely, must be maintained 
at a level to make an outlet possible, This implies 
that the facilitating rate structure must also be made 
flexible and subject to periodical adjustment. 

82, If one could state with certainty 
that competitive influences on the rate structure 
have become more or less stabilized then such 
periodical adjustments would only be required in 
connection with general rate changes as may be 
authorized from time to time by the Board of Transport 
Commissioners but, in any event, not less than every 
three years - unless some outstanding alteration is made 
or development takes place that could conceivably 
have detrimental consequences - if adjustments were 
not effected. 

83. In so far as the Maritimes are 
concerned, perhaps at no time since the years 1925 
and 1926 has the full significance of the impact of 
the transportation changes that have been taking place 


during the last thirty years been brought more forcefull 
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to the fore, The reason for this is that one can now 
see the effects of the changes in a broader 
perspective, 

84, In a recent economic study prepared 
by a well known firm of consultants (Arthur D, Little, 
Inc.) for the Nove Scotia government, the following 
conclusions were reached on Dosco's Sydney operations, 

"Owr analysis of Dosco's position 
in the steel industry indicates that Dosco 
mast expand beyond the present product 
line", 

"Steel manufacturing costs are about 
the same in Sydney and in a new mill close 
to major markets, However, because of 
Preight charges in delivering flat-rolled 
products te market, the mill logically 
would be located close to the market." 

"We anticipate that Sydney, with 
proper government support, will be 
expanded to its optimum economic level." 

"Po permit expansion of existing 
facilities at Sydney and to keep them 
operating as long as possible the 
government of Nova Scotia should continue 
its fight to reduce freight rates which 
now seriously penalize Dosco in relation 
to its competition," 

85, It is submitted that these conclusions 


succinetly set forth the situation facing Maritime 
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industries dependent upon the larger markets of 
Canada. The required remedy may vary in degree 
contingent upon the nature of the commodity, that is, 
whether it is relatively of high value, bulky or 
otherwise, 

86, The plan of rate assistance that 
Dosco urges is directed to off-setting freight 
rate charges "which now seriously penalize (it) 

("it" inserted) in relation to its competition", In 
seeking “mot in excess of rate parity" with Hamilton 
at Montreal Dosco is merely reaching out to the 
fringe of the major steel market (Quebec and Ontario 
account for 82 per cent of the current steel 
consumption, Ontario consumes 59 per cent and Quebec 
23 per cent. See footnote page 2 for the small 
percentage of total shipments from the Sydney Works to 
Maritime destinations.) in Canada with such 
surcharges in rates to points in central Canada 
beyond that are obtainable from today's rate 
structure, 

87. In the case of one large Maritime 
industry, it has been indicated that it would require 
assistance equivalent to 100 per cent of the "select 
terr‘ tory" portion of the through rates in order for 
its Maritime plant to remain competitive, Obviously, 
Dosco also needs the equivalent of this 100 per cent 
assistance to make it truly competitive in the whole 
of central Ganada, However, as a very minimum, it 


must have at least parity at Montreal with its 
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principal competitors located in the Hamilton area, 
It is hoped that the Commission in its considerations 
will be able to evolve an appropriate plan with 
acceptable results, 

88, Whatever form assistance may take 
Dosco submits that it should be clearly identified 
with the transportation factor as a matter of public 
policy. In this connection Dosco’s approach to 
alleviating its handicap, however, is predicated upon 
the historical purposes behind the Maritime Freight 
Rates Act and in striking at proposed rates for 
destinations beyond Montreal the existing rate 
structure was also invoked, 

89, The question has been raised whether 
freignt rate assistance should also be extended to 
other modes of transport serving the Maritime area 
and thus maintain competitive relationships. The 
proposition may be fraught with difficulties and 
possible administrative problems, However, time has 
not permitted a thorough investigation od the 
question and, as a consequence, Dosco is constrained 
from expressing its views thereon at this time. Be 
that as it may, Dosco reiterates that it is opposed 
to the regulation of water transport between the 
Maritimes and other parts ef Canada, 

90, Reference to coal rates has been 
purposely excluded from this presentation since 


problems relating to the coal industry are currently 


under investigation by another Commission. However, 
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1 

P, Dosco does Wish Go point out that had "hold downs" 

3 in increases been applied to steel rates as had been 

4& done in the rates on ¢oal Dosco would have been in a 

5 better relative position than it has been, Incidentally , 
6 the authorized increases in coal rates from April 


7 7, 1948 to July 31, 1959 have totalled $1.40 per 


8 short or long ton whereas in contrast the actual 

9 increase in the rates on wire rods from Sydney, N.S. 
10 to Montreal, Que. and Toronto,Ont, in the same 

11 period amounted to $5.72 and $8.06 per long ton 

12 respectively. 

13 In closing, we appreciate the opportunity 
14 to present Dosco's views and proposals. We hope that 
15 this submission will be helpful and if there is any 
16 further information that the Commission may desire we 
17 will be pleased to make it available, 

18 
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ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO Ss 


Ottawa, Ontario, 
Thursday, 
September 15, 1960. 


---On commencing at 10.00 a.m. 


THE CHAIRMAN: Order, please, Mr.Cooper? 

MR. COOPER: Mr. Chairman, I believe that 
Mr. Frawley has a motion to speak to, 

THE CHAIRMAN: Oh, yes. Mr. Frawley? 

MR, FRAWLEY 3 Mr. Chairman, I propose to 
open the application, but my friends Mr. Mauro, Mr. 
Carter, Mr. Smith and Mr. Brazier will speak to the 
application, not necessarily in that order, but they 
will follow me in my remarks to the Commission. 

It is a motion and I think I should read 
into the record the formal particulars which I delivered 
to my friends Mr. Sinclair and Mr. McDonald a year 
or so ago, and as this is being transcribed I think 
perhaps I should read it. 

We are moving: 

ve For an Order requiring Canadian Pacific 

Railway and Canadian National Railways 

to furnish the information set out in the 

letter of provincial counsel dated June 

15, 1960. 

"96 In the alternative, for a diregtion 

to the Secretary of the Commission to 

supply to counsel for the Provinces as 

and when available, any reports, memoranda 


or the like received by the Commission or 
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otherwise resulting from the Study being 
made by the staff and research consultants 
attached to the Commission respecting 
paragraph (d)." 
I will read paragraph (d) of the Terms of Reference, I 
am reading from Privy Council Order P.C. 1959-677, 
dated 13th May, 1959; and, of course, the Commission 
and everyone concerned are very familiar with the 
Terms of Reference set out in that Order in Council, 
I will simply put it to the Commission this way that 
by that Order in Council the Commission was directed 
to consider and report upon the various matters in- 
cluding the following, which was numbered paragraph (d): 
"Whether and to what extent the Railway 
Act should specify what assets and earnings 
of railway companies in businesses and in- 
vestments other than railways should be 
taken into account in establishing freight 
rates," 
Now, Mr. Chairman, haying been instructed to direct 
ourselves to that paragraph, as well as to other para- 
graphs in the Terms of Reference, we were instructed, 
and I can speak best, of course, for myself, to inquire 
into and prepare andoffer submissions to the Commission 
with respect to that paragraph. I need not say that 
for many years the question of the non-rail income of 
the yardstick company, the Canadian Pacific, has been 
a matter of interest to the provinces in their various 


appearances before the Board in what have been called 
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the revenue cases, Some progress was made in that 
matter of separating out from other income certain 
assets and liabilities and to establish a better, as 

we thought, rule with respect to the treatment of non- 
rail income for freight rate purposes, And, as you 
know, the Royal Commission on Transportation in 1951 
made certain recommendations in that regard, Follow- 
ing that, legislation was passed; following that, the 
Board of Transport Commissioners promulgated a uniform 
classification of accounts for Class I railways, being 
common carriers of railway and it is 

quite true that in that classification of accounts cer- 
tain directions were given to the railways as to what 
should be included in rail as distinguished from non- 
rail -- rail being the only matter in which the Board 
of Transport Commissioners was interested, 

What I want to call to the attention of the 
Commission is that notwithstanding the passing of the 
legislation -- first let me say the report of the Royal 
Commission in 1951, in February, the enactment 
of Section 387 of the Railway Act in 1951, and notwith- 
standing the promulgation of the uniform classification 
of accounts, we find the Governor General in ee, 
in May of 1959 directing this Commission gpecivtelity 
and setting aside one whole paragraph in the Terms of 
Reference directing the Commission to investigate“ ~ 
and report upon the extent to which the Railway Act 
should be amended or should specify -- I presume should 


be amended to specify -- should specify what assets and 
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2 earnings of railway companies in businesses and invest- 
3 ments other than railways should be taken into account 
4 in establishing freight rates, 


5 Now, I have said all that to indicate that 


6 there is no short answer to the interest which we take 
7 and to the interest which the Commission, I think, 

8 should take and will take, I am sure, by simply saying 
9 that this matter has all been disposed of. It has not 
10 been disposed of, I think, because the Governor General 
11 in Council, quite aware of the report of the Turgeon 


12 Commission, of the legislation, of the amendment to 


13 the Railway Act, and of the action of the Board to 

4 classify these accounts; notwithstanding that, in June 

sl 1959 the Governor General in Council said to this 

16] Commission: Please proceed to find what assets and 

| earnings railway companies in businesses and investments 
| 


other than railways should be taken into account in 
establishing freight rates. 
Because of that, I am instructed to inquire 
into and to retain consultants at oun take all steps 


necessary to present the views of the Province of 


Alberta to this Commission with respect to what businessés 
other than rail should be taken into account in fixing 
freight rates. 

Now, that being the situation of my instruc- 
tions, and presumably the state of affairs of other 
provincial counsel that are here this morning, we 
directed a communication to the railway companies, 


being well aware that we had to go to the railways to 
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get the necessary information, On the 15th of 
June, the following letter was dispatched to Mr. I. D. 
Sinclair, Vice-President and General Counsel of the 
Canadian Pacific Railway, and that letter was signed 
by Mr. C. W. Brazier, Counsel ane British Columbia, 
by myself, as Counsel for Alberta, by Mr. W. Gordon 
Doherty, Counsel at that time for Saskatchewan, and 
Mr. A. V. Mauro, Counsel for Manitoba, and Mr. Frank B. 
Smith, Counsel for the Maritimes Transportation Com- 
mission, representing the provinces of Nova Scotia, 
New Brunswick, Prince Edward Island and Newfoundland. 

That letter I think I should read into the 
record because I am assuming the Commission wil] want 
to read the transcript and I thought it well to have all 
this material before it at the same time. 

n June 15th, 1960 


* 


"Y, D. Sinclair, Esq.,s 
Vice-President and General Counsel, 
Canadian Pacific Railway Company, 
Windsor Station Building, 
Montreal, 3, P.Q. 
Dear Sir: 
Re: Royal Commission on Transportation 
"Clause (d) of Order in Council P.C. 


1959-577 reads as follows: 


0 the Commission shall consider and 


report upon: 

'(d) whether, and to what extent, the 
Railway Act should specify what assets 
and earnings of railway companies in 


businesses and investments other than 
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railways should be taken into account 
in establishing freight rates.' 
"Po enable consideration to be given 

to making submissions to the Commission upon the 
question of non-rail assets and earnings, 
certain information is required, 

"Accordingly we request that you have 
prepared and sent to each of the undersigned 
a statement showing: 
1. Details of (a) assets and (b) earnings of 
the Canadian Pacific Railway Company separately 
in each of the businesses and investments other 
than railways for each of the years 1945 to 1959 
inclusive. The gross amount of such investments 
and the related depreciation ebetves should 
be shown, 
es The formula used by Canadian Pacific as 
a basis for the apportionment of fixed charges 


" 


between 'rail' and 'non-rail'. 


A letter bearing the same 

date went to Mr. A. D. McDonald, Q.Cos General Solicitor, 
Canadian National Railways, 360 McGill Street, Montreal 
Psa. I would like that to appear in its proper place 
in the record. 

" June 15th, 1960 

ek Di MeDbnald, Esq. 5Q.Ce 

General Solicitor, 

Canadian National Railways, 


360 McGill Street, 
Montreal 1, P.Q. 
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"Dear Sir: 
Re! Royal Commission on Transportation 
"Clause (d) of Order in Council P.C. 
1959-577 reads as follows: 
', . . the Commission shall consider and 
report upon: 
'(d) whether, and to what extent, the 
Railway Act should specify what assets 
and earnings of railway companies in 
pusinesses and investments other than 
railways should be taken into account 
in establishing freight rates,' 

"To enable consideration to be given 
to making submissions to the Commission upon 
the question of non-rail assets and earnings, 
certain information is required. 

"Accordingly we request that you have 
prepared and sent to each of the undersigned a 
statement showing details of (a) assets, and 


(b>) earnings of Canadian National Railways 


separately in each of the businesses and 
investments other than railways for the last 
fifteen years. The gross amount of the 
investments and the related depreciation re- 


serves should be shown." 


Now, I must read into the record the answer 
which we received from Mr. Sinclair. I should say 


at this time that we have not received any answer from 
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2 the Canadian National, It may be that Mr. McDonald 

3 will make a short statement about that, 

4 Now, this is the letter which was sent by Mr, 
5 Sinclair to Mr, Brazier and myself, Mr, Doherty, Mr, 


6 Mauro and Mr, Smith: 


7 Montreal 3, 
July i8th, 1960, 

8 File No. S.F. 370. 
9 

"PO: 
10 

C.W. Brazier, ESq., Q.0. 
11 

W.G. Doherty, Esq. 
12 

Jed. Frawley, Esq., Q.C. 
13 

A.V. Mauro, Esq. » 
14 ae 

F.D,. Smith, Esq,, Q.¢. 
15 

Dear Sirs: 
16 

Kindly refer to your joint letter to me 

17 


concerning your request f@ certain informatio 
on the question of non-rail assets and ¢&rmings. 
Request 1. 

'petails of (a) assets and (b) earnings 
of the Canadian Pacific Railway Company 
separately in each of the businesses and 
investments other than railways for 
each of the years 1945 to 1959 inclusive. 

Te gross amount of such investments and 
the related depreciation reserves should 
be shown,' 

As you know, the Uniform Classification of 


Aceounts prescribed by the Board of Transport 


‘Commissioners pursuant to the Railway Act determines 
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items classed as rail and non-rail, The 
Claspification has been in effect since January 

1, 1956 and Canadian Pacific has prepared its 
Annual Report to the Board and D.B.S. in conformity 
with the prescriptions of the Uniform Classifi- 
cation, Accordingly the Annual Reports for the 
years 1956 through 1959 show the details per-~ 
taining to businesses and investments other 
than rail for these years. For prior years 
we have not the material on a uniform basis and 
I would hope that the four years covered by the 
Reports, all of which a@re available to you, 
would meet your request. 
Request 2. 

'The formula used by Canadian Pacific 

as a basis for the apportionment of 

fixed charges between rail and 
non-rail.' 

"Pixed charges, with the exception of the 
interest on perpetual 4 per cent consolidated 
debenture stock, are directly allocated to 
rail and non-rail. Interest on perpetual 4 
per cent consolidated debenture stock is 
apportioned on the ratio of net investment in 
rail and non-rail. This formula is that used 
py the Board of Transport Commissioners since 
its judgment of September 20, 1949 and followed 
by it in its subsequent judgments. For example, 


specific reference to the adoption of the formula 
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2 is made by the Board on page 14 of its judgment 

3 of March 1, 1950. 

4 "I should note that while your request is 

5 dated 15th June, for some reason it did not 

6 reach this office until last week. It 

7 occurred to me that there had possibly been a 

8 delay in the mail but another possibility occurred 
9 to me being that the delay of pretty near a 

10 month from the date of the request to the time 

11 received was due to delay in transmittal 


12 between the various parties signing it. 


14 "Tan D. Sinclair." 

15 Now, I will first address myself to the 

16 sufficiency and validity of Mr. Sinclair's answer to 
17 Request No. l. you will observe, Mr. Chairman, that 
Mr. Sinclair does not say that this is information 

of a classified character; this is information which 
we are not entitled to obtain; this is information of 


a confidential nature; information which will be 


useful to our competitors. I am cataloguing the 
various reasons which Mr. Sinclair gave some time 

ago in connection with a matter which we were almost 
as vitally interested in, namely the furnishing of 
costs with respect to other movements than grain, 

However, Mr. Sinclair does not say anything 

of those things in this instance. He simply says 
all of this information is available to you in DBS, 


and what we have done is in conformity with the 


13 "Yours truly, 
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descriptions of the uniform classification of accounts. 

I pass over that latter remark because, while 
it may well be that Canadian Pacific, I am quite sure 
Canadian Pacific is following very precisely the 
directions of the classification of accounts, that is 
no answer to paragraph (d). This Commission must 
still investigate and it is our respectful submission 
that we have the duty and therefore the right to make 
submissions with respect to that. I made some in- 
quiries ee DBS, and I have in my hand here a copy. 

It is nothing but blank sheets, I can assure the 
Commission. 

MR, SINCLAIR: I beg your pardon? 

MR, FRAWLEY: But this is the form which is 
used by the Canadian Pacific, and I take it the 
Canadian National, in making the report to the Board 
which is referred to in Mr. Sinclair's letter of 
July 18. This is called the annual oper of the 
(blank) company to the Board of Transport Commissioners 
and the Dominion Bureau of Statistics, Ottawa, for 
the year ended December 31, (blank). 

Now, casting one's eye through this document, 
and one needs go no further, really, than the index, 
we find, for example in the matter of highway 
transport that the information is what one would expect 
to find, and limited to highway transport (rail); 
and there follows with respect to that, account of 
railway transport, balance sheet, expenses, income 


account, retained earnings and revenues. And, just in 
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“4 passing, as an illustration, one would find nothing 

3 Shere with respect to the experience of the Canadian 
4 Pacific Railway with respect to its subsidiary called 
] Smith Transport, or its subsidiary that I am thinking 
6 of in British Columbia, Valley Transport Lines, Island 


7 Transport, or whatever it may be on the west coast. 


8 That annual report is filed pursuant to the provisions 
9 of Section 387, Mr. Chairman, of the Railway Act, and 
10 one would not expect to find anything in there with 

11 respect to the non-rail investments or assets or 

12 earnings of the company. 

13 To the extent that I am wrong, I am quite 

14 certain my friend Mr. Sinclair will correct me. I 

15|| would not expect it to be there, because it is a 

16 Direction under the Railway Act and it is a Direction 


17 which is intended to indicate the position with regard 


18 | to rail. If there is anything filed by Smith 

19 Transport to the Dominion Bureau of Statistics, I 

20|| do not know about it, and Mr. Sinclair's letter does 

21 not direct me where I should find it. But, of course, 

22 I take a bolder position with regard to that. I am 

23 asking the Commission to direct the Canadian Pacific 

24 to supply that information to these provinces, even 

25 though it might be there if I sent some competent and 

26 instructed person to the Dominion Bureau of Statistics 

| to dig it out. That is my position. 

28 | I may as well make my position very clear. 

>| we are here representing the people of Canada. For 
30 onan: I represent the shippers and receivers of 
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2 freight in Alberta, and the other gentlemen can speak 

3 for themselves, I put it to the Commission that I am 
4 here in somewhat a higher position than one ordinarily 
5 finds appearing before boards or commissions, We 

6 are here because the provincial governments of Canada 

7 and in fact all of the shippers and receivers of freight 
8 in Canada are before the Board, except the shippers and 
9 receivers of freight in the provinces of Quebec and 

10 Ontario, Those people made representations to the 

11 Commission with regard to special matters, but I am 

12 certainly not, in view of the fact I wasn't here; but 
13 in view of the fact that Mr, Mauro, Mr. Smith, Mr. 

14 Brazier and Mr. Carter are here and have associated 

15 themselves in this motion, it is as much their motion 
16 as mine, 

17 Then, I say we do respect all of a 
18 and receivers of freight. We are interested in 

19 obtaining the best possible freight rate structure for 
20; Canada, and so we say, and we are instructed, in any 


21); event, to make representations, not simply to discuss 


in argument at the end of the piece, without having 


made any submission; without having put any witnesses 


in the box with opinions with respect to the classifi- 
ecaticcs of this rail and non-rail; without having 
looked at any material at all, we are expected to make 
an argument. Perhaps we are not expected, but we 
might be permitted;to make an argument at the end of 


the Commission. 


Now, I say therefore, and I want to say no 
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more about that; I simply point out that Mr. Sinclair 
simply takes the position that it is there for us to 
find. I have informed the Commission and, of course, 
the Commission -- and I should say this -- is quite 
free and probably should, and I would respectfully 
suggest that they do, ask your advisers whether or 
not by looking at this document which is many,many blank | 
sheets that 7t0 into the making up of this report, 
which is filed under section 387 of the Railway Act; 

I would suggest and submit that you ask your advisers 
whether or not the information that we requested o* 
Mr. Sinclair and Mr. McDonald on the 15th of June 

is available -- all of the information we ask for is 
available on file in the DBS -- and I am confident 
you will find it is not. 

So I ask you to direct the Commission to 
supply that information, having in mind, (1) that it 
is not available where Mr. Sinclair said it was. And 
I say that with all respect to Mr. Sinclair. He 
certainly was not endeavouring to mislead anyone 
when he wrote that letter. It was his view that it 
was available. 

I take a contrary view and I ask the 
Commission to check whether it is right or not; whether 


or not all of the information we ask for is available 


in the annual report of the DBS. 


The matter of uniform classification of 


accounts I put aside, because apparently the Governor 


General in Council wants you in the face of that to 
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In other words, whether The Railway Act 
Should be further amended, whether the Transport 
Board should be further directed to do some further 
reclassification, or whether it is left as it is, 
I simply say that it is no answer to point to the 
legislation already existing and to what the Transport 
Board has done, 

Now, that is the paragraph 1 in the motion 
which we have placed before the Commission, m 

Now, we have a very important elvenduvire one. 
With respect. to the second part of our motion, I vais 
to make a statement to clarify. As this reads, we are 
asking for a direction to the secretary of the 
Commission to supply counsel for the provinces, as 
and when available, any reports or memoranda 
or the like received by the deuntheton or otherwise 

ti at 

resulting from the study being made with respect " 
to paragrah (d). 

Now, the first question that may be asked ‘ 
4s: how do we know that the Commission is engaged 
in any study, either through its staff or research 
consultants,in respect to paragraph (d). Well, this 
is the situation in that regard. A copy of the letter 
we wrote to Mr . Sinclair on the 15th of June which 
I have read into the record was sent to the Fs eae 3 
of the Commission and a copy ~- I don't know whether 
a copy - id may be that provincial counsel also 


sent to Mr. snaeréon, the secretary of the Commission, 


a copy of Mr. sincpir's reply. But, in any event, we 
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did sent to Mr. Anderson a copy of the letter we wrote, 
and on the 19th of June Mr. Anderson wrote us a letter. 
The letter is addressed individually to Mr, Frawley, 
Mr. Mauro, Mr. Brazier, Mr. Carter and Mr, Smith, 
counsel at that time for the province of Saskatchewan, 
I understand from my friends that the same letter 
was written to each of my friends. I will read the 
letter written to myself. 
8 August 19, 1960, 
Mr. J.J. Frawley, Q.C., 
Counsel for the Province of Alberta, 
140 Wellington Street, 
Ottawa, Ontario, 
Dear Mr, Frawley: 
Your joint letter to the two railways 
requesting certain information concerning 
‘other assets and income' to enable you to 
prepare more fully a submission concerning 
term (d) of the terms of reference of this 
Commission, together with the replies 
iii sea to date from Messrs. McDonald and 
Sinclair, have been put before the Commission 
at a meeting where progress was reviewed on 
research investigations being conducted by 
staff and consultants attached to the 
ear k together with an attempt to 
arrange and organize hearings of submissions 
still to be heard. 
I am instructed to inform you that, 


in view of the very intensive study being made 
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by research consultants, and the nature and 


2 

| 4 extent of the factual data prepared in 
‘ conjunction with the railways regarding term 
P (d) the Commission is of the opinion that 
‘ its task will be more expeditiously coneluded 
, if your submissions concentrate on the 
P important problems already known to be under 
j study by you, other than those associated 
¥ with term of reference (d). 
1 It is the expectation of the Commission 
ts that you will accept this guidance with the 
és firm assurance that all the facts necessary 
14 are, in this particular instance, already 
te under study by the Commission and that 
6 there are no further facts remaining to be 
7 brought to light. This action is taken 
ig with the sole purpose of relieving you of 
is part of the onerous task you have so 


willingly undertaken to assist the Commission 
to arrive at recommendations designed to 
alleviate and remove many of the trans- 
portation problems already so clearly 
defined and set before the Commission and 
those which will yet receive attention in 
forthcoming submissions, 
Yours truly, 
FW. Anderson 


Secretary and 
Director of Researah" 
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THE CHAIRMAN: Mr. Frawley, you know who 
our advisors are in that connection, 

MR, FRAWLEY: No; but if you were to ask me 
to guess I would think that probably Mr. Lionel Kent 
would be one of them, | 

THE CHAIRMAN: Mr. Kent, and you would agree 
that he is competent, 

MR. FRAWLEY: Yes, he is certainly competent, 
I have retained an equally competent person by the 
name of Kenneth John Morrison, I think each of them 
have lived with this freight rate matter for an 
equal length of time. Mr. Morrison is my consultant 
in this matter. " 

Several things can be said about this letter. 
I will simply say this: the Commission might as well 


just have said to the provinces: "Don't worry about 


the Crow's Nest rates; we will look after that, 
Don't concern yourself with horizontal percentage 


increases; our staff and consultants are 


making reseayeh in regard %o that," 


nh. 
However, be that as it may, the letter was 


written in all sincerity. I am not endeavoring for 
a moment to regard it as anything but a serious 
expression of the view of the Commission. 

MR, COOPER: Mr. Chairman, I don't like to 
interrupt Mr. Frawley, but I would suggest that the 


letter speaks for itself, and I suggest that Mr, 
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Frawley need not speculate what might have gone into 
‘the letter, The letter is there and it speaks for 
itself. 

MR, FRAWLEY: I can only say what I have 
drawn from the letter, and perhaps that is not too 
important. It was telling us to not make any 
Submissions and to not concern ourselves any further 
with paragraph (d) of the terms of reference. Well, 
unfortunately, that runs counter to my instructions 
from the province of Alberta, and on that alone it 
is something to which I would have to give serious 
consideration, But, in any event, this letter has 
enabled us to now make an alternative submission 
to the Commission, and it will probably assist in 
the desire which I see on all sides of hurrying on 
and getting the work of the Commission finished. 

If you made a direction pursuant to 
paragraph 1 of our motion for the Ganadian Pacific 
and the Canadian National to prepare this information 
as we have requested it, it might take a good deal 
of time and that might vaneatdeiad: If, as a matter 
of fact, the Commission is engaged in gathering up 
the same Sataciahton we sought from the Canadian 
Pacific and Ganadian National, then that information 
will be quite sufficient for owr purposes, pecause 
we think that it will embrace - {I am assuming that 
a thorough job is being done by Mr. Kent and it 
will embrace all the information we are asking for 


under (d) in the letter of 15th June, and I ask if 
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the Commission will make available to us, as and when 
it is received, the information that you have 
gathered, the data, the material, the statements of 
assets and of earnings. And there I want to say 
that we are certainly not asking, and we haven't the 
Slightest right to receive at all, any report, 

any recommendation that was contained in any such 
report from your consultant, Mr, Kent, as to what Mr, 
Kent recommended for the Commission's consideration 
as to what changes there should be, and it hardly 
needs to be said that we are not asking for that at 
all. We are simply sxine for whatever data, 
whatever material of the kind listed in our letter 
that. Mr. Kent has gathered up for the information 

of the Commission. If that is released to us, that, 
I feel, certainly will be sufficient for our 
purposes and will enable us to proceed to make the 
submissions we are instructed to make, 

COMMISSIONER MANN: Mr. Frawley, I wonder 
if you may assist me in getting this clear in my 
mind. Supposing that the material given by 
Canadian Pacific to Mr. Kent was given to him on the 
understanding that it was not to go beyond the 
Commission, your application would still embrace 
such material, would it? 

MR. FRAWLEY: Oh, yes, indeed, sir. The 
only thing I am excluding is if Mr. Kent said we 
recommend such and such and this should be added, 


As to what extent you have received the material 
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which we are asking Mr. Sinclair and Mr, McDonald 
to supply to us - and it is only four or five lines 
and it may be as well to read it to you, 
"1. Details of (a) assets and (b) 
earnings of the Canadian Pacific Railway 

Company separately in each of the 

businesses and investments other than 

railways for each of the years 1945 to 

1959 inclusive. The gross amount of 

such investments and the related 

depreciation reserves should be shown," 
And, 

hye ae 

THE CHAIRMAN: If we grant what you request 
and set a precedent for commissions in that regard, 
do you think future commissions sitta get advisors? 

MR, FRAWLEY: If that were done? 

THE CHAIRMAN: Yes? 

MR, FRAWLEY: Oh, I think it would present 
no problem at all. The Canadian Pacific Railway 
Company is a creature of Parliament; you are set 
up by the Governor General-in-Counil, and there is 
no question of your jurisdiction to obtain this 
information. 

THE CHAIRMAN: Oh, none. 

ba pahWiky: There isn't a word in Mr, 
Sinclair's letter of 18th July saying: "we have 


this information, but you are not going to get it 
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unless theCommission forces us," 

That is not what he says at all. 

Let's make the position of the province of 
Alberta clear, We are asking the Commission to request 
the Canadian Pacific Railway Company to reply to 
isievish 1 of our letter of 15th June, but we are 
prepared, even without seeing it, to certainly explore 
thoroughly and sincerely that information that is 
or is to be contained in Mr, Kent's report and which 
we think would give us the same information we 
requested, 

I have nothing further tq@ add, in view of. 
the fact that each of my friends want to address the 
Commission. I simply say: give us the statements, 
data, material, everything but the gentleman's 
recommendations to the Commission with respeet to 
paragraph (d). 

COMMISSION MANN: You said to explore 
thoroughly the isbn which is or might be contained 
in Mr. Kent's report. Does that mean if you find 
this information is not sufficient you would go on 
asking for more? 

MR. FRAWLEY: I have to just answer this: 
supposing that we find Mr. Kent's,for example, report 
or that the statements along with his report, the 
material he sends shows nothing at all about Smith 
Transport, for example, then I would have to come 
to the Commission and say: "I am sorry, we find 


vy 
\ 


this very serious omission and now we want you to make 


% ae now? a 


n. war was oa dace, fa as 


Ni; on De tad” . 


8 eeatvyesq end To #0! ti taoq eid olen, wien 


i |. Susmpee oF ots azearae iad weabies one ow .109L0 aa 

‘ » . 

‘a Pita eu so | 
od ulagen of arse aa yew l tan orttoad canna a eo 1D 


exe swited .somG adver ‘be nettad. 200 te £ qe sa 
. if piycadsan 


oh ha 
ssolgxs yYinissxsorg?s tt gad O96 uous ‘geve vance: | 


~ 


wn t\s 


at taati sobiaexweiot sans ye orspoate. bps vitigvosodd 


a3 
Py 
-_~ 
ar 
x 
+ 
z 
Ss 


IoC sx bites iat ot _ bentsdaos od oF et "0, 


“N ee 


fe 


oa. 


- te ° : mT = J : 
eee rei ae i Nn eh a sc — 


ito woty af ,bbs oF werd cr? gut biden ovad ; a “os oe 
é 


id seexbba of Thaw abaat r7 ws ‘to dees test dost, 9 it. 


; ,conesalatea ed? ag ovis: Fae :t tue x ; Hoke tamed | a 

‘ ted: Ade pan 
| e'nanoléaty att ted guiddyteve ,fatiotsa teh 4 4 Fe if 
. oF Jeger tw cro tme lino oxtd ef, camer ge idl | 

| -a() deorgareg 


peo lgxs oF Blas voy sHMAM HoTZeDeND Sek 


bentsincs ad tdgioe to st dotdw Letustan ost? ‘t tagromnl 


| ied ” | 
4 | brit soy Zt cmse sade eeod ‘ettoger a'taod . aM od 
im Gs bluow voy saploltiva don al notdsmro tat add | 


Bg Peo 0% antes 1 


c . oe Tae |e 1 ie _ 
;2 tnt weer seu ow ora L ives , =~ i 


f if 


SHO Oe eiqnnns “0% o'daen 0 batt oe asta sateooaue | 


ert” ere ata gtte aroks tn state ond ag 0 


dtioe tute ie as gnisiood wor 5 ab 


BOS 63 event ‘teen 3 1 SPUN % ele ort ‘ 
er ng ; é % ‘/ he 


ANGUS, STONEHOUSE & CO. LTD. (Frawley ) 14770 


TORONTO, ONTARIO 


a direction," Does that answer your question? 

COMMISSIONER MANN: Yes. I wanted to see 
just how far and where your alternative went. 

THE CHAIRMAN: Any other submissions? 

MR, BRAZIER: Mr, Chairman, I must rise to 
add my support to Mr. Frawley's motion, which he has 
covered most ably in his usual manner. 

You, sir, have raised the question of the 
ability of future commissions to get advisors, their 
reports, a I think Mr. Frawley has emphasized the 
fact that we don't want Mr. Kent's report to the 
Commission, 

THE CHAIRMAN: Or information, 

MR. BRAZIER: No. We want the information 
that was given to Mr. Kent, as I see it, by the 
Canadian Pacific from which he may asiee drawn certain 
conclusions, and we would like to examine that 
information and have our own experts report to us, 
as Mr. Kent is reporting to you, as to the import of 
the information, 

Now, Mr. Chairman, I do think that,- whether 
the Canadian: Pacific Railway likes it or not, the 
matter of other income is a matter of public interest 
in Garada when any Commission is investigating 
railway transportation. The sourees and the impact 
of other income are so much built into the railway 
operation of the C.P.R. that they can't avoid having 
a complete light shed upon their other activities, and 
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able to make any submissions to this Commission, We 
can't deal with the matter at all unless we have 
some facts upon which to base our submission. We 
can't just argue, well, income should be taken into 
consideration in fixing rates because some of it 
arose out of the sale of land that was given to the 
railways for the purpose of building. We must have 
the facts, we must know what the situation is today, 
That is what this Commission, I presume, is fundamentall 
interested in: what treatment should that other 
income receive from 1960 on; and surely the Governor 
General-in-Council did not intend that this 
Commission should be shut off from investigating 
other income or that the provinces should be shut 
off from investigating other income and its sources 
merely because the subject is dealt with in present 
legislation. The mere presence of that clause in 
the Order-in-Counei] is a very clear indication 
that the Governor General-in-Council wanted a full 
investigation and report on this whole subject. 

So without any hesitation, we are whole 
heartedly in support of Mr. Frawley in this motion, 

MR,MAURO: Mr. Chairman, members of the 
Gomm: 3sion, I, too, want to join with my learned 
friends Mr, Frawley and Mr. Brazier in this motion 
regarding term (d) of the Terms of Reference. 

I have written the secretary, Mr. Anderson, 
a letter subsequent to the receipt of Mr. Sinclair's 


correspondence which has been read into the record, 
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and rather than fill the transcript with information 
that the Commission has before it, I will simply state 
that in that letter I advised the Commission that 

the province of Manitoba was now writing because we 
didn't want to delay the Commission's work any 

further and suggesting that, without waiting for the 
Commission's hearings to begin again in September, 

an order be issued directing the Canadian Pacific 

and the Canadian National Railways to deliver the 
necessary information; and in that letter I also 
Suggested that the purpose was that we did not want 

to cause any further delay, as the Commission has come 
to the conclusion and the secretary has advised us 

that the Commission has undertaken to make this 

study themselves, they appreciate our interest, and 
they suggest we should confine ourselves to other 
pressing problems and they will deal with this one, and 
I am sure that that will be done as well as their 
consultants are able to on this matter, But I suggest 
that there is this duty on counsel for the provinces 

to make their opinions and their advice and recommendations 
known to this Commission on each and every phase of 

the terms of reference, and I suggest that it is 

most difficult to do a proper job, a meaningful job, 
without the data which is within the knowledge of 

the railways; and I say that it would be, in any 
event, a disservice to both my learned friends of 

the railways and this Commission if the province of 


Mantioba were simply to argue for reclassification 
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of accounts without first having studied the data 
available and being able to submit with facts and 
figures any suggested reclassification. I suggest 
that any study should not simply be limited to Saying: 
yale. let's include all surface svauppehime ton: this 
is one of the arguments. You don't need any further 
information, Mr. Mauro, Why not just argue on 
principle? If you need any further information in 
connection with Smith Transport, coastal steamships, 
you don't need the data, But I say that the study 
Should go further than that, that the recommendations 
of the province of Manitoba, if it is going to deal 
with this problem at all, should deal with the whole 
matter of the assets of the C.P.R., whatever assets, 


whatever earnings should be included, 
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THE CHAIRMAN: Have you any idea how long 
this would take in this court room? 

MR. MAURO: How long it would take in this 
court room? 

THE CHAIRMAN: yes, when we are trying to 
get through. 

MR. MAURO: Well, I am assuming the study has 
already been made by your advisers, 

THE CHAIRMAN: Yes. But, judging by the 
half-hour talk by Mr. Frawley this morning, it would 
last some time, How much longer would the time of 
this Commission be extended if we granted your re- 
quest? 

MR, MAURO: I don't really feel, Mr.Chairman, 
that the work of this Commission would be extended any 
longer than the Terms of Reference whire already set 
out. I don't know what the time schedule is now. 

I suggest that the length of time is not going to be 
extended -- if it is going to be extended a day ora 
week or two weeks --- 

THE CHAIRMAN: Well, we are trying our best 
to get through. 

MR. MAURO: Yes, and certainly, Mr. Chairman 
and Commissioners, I am going to do my utmost to assist 
the Geel s in getting through. I think the 
people across Manitoba are interested in a speedy and 
proper decision of the Commission. I feel if the 
information is available and givento us there is no 


reason why any additional evidence we desire to call 


Sao: RS 


re ard? at eve? bileow tt gol wol 

ae bx, i 

: ot goterd eve ow aenw (Bey | :MAMAIAKO BHT 
rt | « sie as 


Se 


aan youts of0 gatmvaee ms i ,ffew + ORUAM .AM ed 


i La 


Y 
,ereetvba HOY ya sbanaved yb i 
at. ney - 7 { 
any yd Satabat qoue- =, BeY >» WAMAIAND | aHT ~ ad ‘, 


é ital is : 
biuow tt .gokirron etdd yelwart .oM yd wed twod-tLer pe 
MP an *s Santor) 


5 


= 
ae 
— oi 2 2 ion, a 


i 


- al ne o 
er exit Sivow seanel dom: wok  ,emtt wes Ny 8 y) 
bio = ee 
“on TwOY Dednety ew 22 bebustxe ed moleatmmod stds pee 
a; re Ps 4 we 
‘a, ftesup . ih t 
| sua yidae hee 
“— | ied 9iyp ae 
{fer lsd. oh ig See vileer d'noy I sCAUAM .AM 


Set 


| Ye be bretxe ed biwow a teahmmod aldt to wow edd fade 


toa “bsorls evan eons "9'ISA to aorreT ort nat sognot 


.wom ek @fubedoa omtt. sit dedw wornl t'aob I tuo: ‘ 


re 


od oF arikoy tor et amtt to dtgnef rid tals deszaue I 
£ TO ysb & bebroedxe od ow antog af tf tt «« bobnsdxe: 
--~ eaeene tO 1oow 


Tel 


deed. (0 gotyrd ors. ow Lew = WAMALL AHO BRT Te i 


nl tm ia ete nates 


-diguoraty soy ot e 


oe a ri 

Ay mA - 

" “at : ! ie o 

gelteas ot teomde Ya ob oF atoa met ape fa | 


aeartsd> .aM Yinbadres bre .aey + ommmaN FM 


: 

exit sints I avons antites at Lage : 

| bers ybseos 6 at botueredat iced sdostnan taores 
|. peta’ ax Beat x motastanod ¢ 
fi. a on at sret ay otaevis tne of 


E & 


{lao od oulaeb ow | 201 


hs 
e a Mp 


ANGUS, STONEHOUSE & CO. LTD. Mauro 1477 


TORONTO, ONTARIO 


2 could net be brought forward on a specified date and the 
3| matter argued in our conclusion, I certainly feel 

C it would be difficult, if not impossible, for me to 

5 argue without the necessary data because I think it 

6 would be unfair to the C.P.R., particularly, to start 

7| publicity and talk about reclassification with not 

8| specifying what assets are going to be reclassified. 

9 I think it would tend to impair the C.P.R's position 

10 in the money market. Loose and irresponsible talk 

11 about switching assets without some clear data to 


12/ support it I think would be a very definite injustice 


14 very unwilling to argue clause (d) without having had 
15 the benefit of the results of a serious investigation 
16 of what assets, if any, are to be reclassified: wnat 
17 would be the effects on the C.P.R. and what would be 


the effect on the rate schedule. For that reason I 


support the motion. 

MR, SMITH: Mr. Chairman and members of 
the Commission, there is, I submit, no doubt that your 
Commission is directed to inquire into the matters 
mentioned in paragraph (d) of the Terms of Reference 
in the Order in Council. I most respectfully suggest 
without the information sought we of the provinces 
are unable to make any intelligent or helpful repre- 
sentations to your Commission. 

I, therefore, suggest that it would be most 
unfortunate that that would be the result. 


In the circumstances, on pehalf of the 


13 to-tche’Cc.P sR: For that reason I would be unable and 
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governments and other interests which I represent, I 


must join in and adopt the submissions which have been 
made by the counsel who have preceded me, I think it 
1s a matter of vital importance, .§ we have over the 
years, as your Chairman will remember, discussed this 
topic in and out, but we have never got the information 
which is necessary to enable us to assist your 
Commission, and I think this is the time we should 
get it. 

MR. CARTER: I have been instructed, Mr. 
Chairman and members of the Commission, to support the 
motion on behalf of Saskatchewan. I should like on 
behalf of the province to associate myself with a 
point of interpretation of both my learned friends 
Mr. Frawley and Mr. Brazier, which they spoke to, and 
that is that Saskatchewan does not interpret this 
motion as in any way a demand that the Commission should 
release reports made to it, the Commission, from its 
expert staff. In other words, my province's position 
is one in which we essentially want the information from 
the rail which we requested in the joint letters to the 
rail which my learned friend Mr, Frawiey has dealt with 
in his submission, Again, however, my point is merely 
this, that we do not interpret this present motion as 
going beyond that and asking for material prepared by 
the Commission's experts by way of report to the Com- 
mission, That, in our view, would not be proper for us 
to have. We do, however, urgently require the infor- 


mation which was earlier requested from the rail. 
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As to the facts of the matter, my province 
is in essentially just the same position as Alberta, 
Manitoba, British Columbia and the maritime provinces, 
The facts of the situation have already been ably 
dealt with and I don't propose to dwell upon them, 

You and your colleagues, Mr. Chairman, will 
no doubt already be aware that in the submissions 
which shortly I shall be turning to on behalf of my 
province we are silent on this head in the Order in 
Council, and, of course, of necessity we have so 
far made no submission on it and have nothing to say 
so far on that head of the Order in Council because 
we lack the information which we earlier requested, 
My province is accordingly concerned to decide just 
what submissions it may make having to do with 
paragraph (d) of the Order in Council, and for the 
reasons outlined by my learned friends in their 
able submissions we take the position that we cannot 
sensibly decide just what submissions we may wish to 
make without having the information which we have 
requested. 

I should like briefly to refer to the letter 
from your Secretary which my learned friend Mr. Frawley 
dee7t with. I, for Saskatchewan, received that 
same letter. The province was somewhat surprised 
to receive a letter, but having received it may I say 
that in the event your Commission is pleased, as we 
hope it will be, to make the Order which is here 


being asked for, that once my province has the 
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information from the railways and once it sits down 

to consider the questiob of just what submissions it 
may be interested in making having to do with this 
part of the inquiry, at that stage your Commission may 
rest assured that my province will consider the fact 
and take into account the fact that we have this 
letter from your Secretary in which certain suggestions 
are made, We are not going to ignore it, in other 
words, but we do not feel we are in a position as of 
now, without the information from the rail, seriously 
to consider in vacuo, so to speak, the suggestion 
which your Secretary made in the letter, 

For these reasons, therefore, with respect 
I support the motion, 

MR, HUME: Mr. Chairman, the position of 
Canadian Trucking Associations, Weitout in section ll 
of its brief to the effect that other assets should 
not be taken into consideration wieh tat clear when 
presenting our submission and, therefore, I do not 
take part in this argument at present, 

THE CHAIRMAN: Are you opposing it? 

MR, HUME: I am just not taking part one 
way or the other in view of the submission we have 
already made. 

MR. SINCLAIR: Mr. Chairman, members of 
the Commission, as Mr. Frawley has said this motion 
was given to us a couple of days ago, and we have 
considered it, and notwithstanding what Mr. Frawley 


says I do submit to this Commission two things: first, 
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that if my friends wish to argue that certain businesses 
should be rail and certain businesses that are now rail 
should be non-rail, they can do so, but subsection (da) 
of the Order im Council does not Suggest anything, first, 
6 other than whether the Railway Act should specify the 
7 assets, and the Order in Council in its last clause 
8 Says that it is not the work of this Commission to 
9 deal with matters that are within the jurisdiction of 
10 the Board. My point, therefore, is it is a question 
11 as to whether the Railway Act should specify the 
12 assets and earnings that are rail and non-rail, and 
13 that is my first point. Secondly -- and that it is 
14 not within the jurisdiction we this Commission to do 
15 the work of the Board of Transport Commissioners, 
and the work of the Board of Transport Commissioners is, 
under the Railway Act, section 387, wy delineate what 
assets and what earnings are rail and what are not 
through their prescription of the uniform classification 
of accounts, and I have reference to subsection (1) of 
that section of the Act. 

However, in any event, assuming that is 
not the ground -- and I can quite understand the 
Commission would maybe not wish to deal with this matter 
on arv narrow technical ground -- and so I do not rest 
on the narrow and technical ground I have just spoken 
or? 


MR, SMITH: You admit it is narrow and 


technical? 
MR, SINCLAIR: I admit an interpretation of 
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the Order in Council and the jurisdiction of the 
3 Commission necessarily has to be technical, and my 


4 friend seems to think you can interpret things in 


5 a broad way. You can interpret them in a strict 
| . 
6 way, and that is what I say we are doing. 
; 1] COMMISSIONER MANN: Mr. Sinclair, I am having 


& a little difficulty with something you said a moment 
9 ago. You said the instructions to this Commission 
; 10 in its terms of reference were to recommend whether 


i or not the Railway Act should specify what assets, 


12 if any should be taken into account. 
13 MR, SINCLAIR: Yes. 
14) COMMISSIONER MANN: At the same time you say 
7 that the terms of reference also bar this Commission 
6 from dealing with matters under the jurisdiction of 


17 || the Board of Transport Commissioners, . Well, if this 
18, Commission found that certain assets should be speci- 
191 fied in the Railway Act wouldn't it interfere with the 
20) work of the Board of Transport Commissioners? Do 

21, we have a contradictory argument there? 

| MR, SINCLAIR: I don't think so at all, sir. 
It says the scope of this Commission shall not extend 
to the performance of functions which, under the Railwa 
Act, are under the exclusive jurisdiction of the Board. 
I am sorry if I didn't make my point clear -- I am sure 
it was my fault -- but my point is that the separation 
between rail and non-rail is, of course, a function 
within the exclusive jurisdiction of the Board, and 


necessarily falls from a prescription of classification 
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2 and accounting prescription, Of course, it is for 


3 the Commission to decide whether they want to deal 
4 with this motion on that ground or not. I wish to 
[- make it clear that I put it to the Commission as a 


6 ground, and I have indicated that this has been the 


7 position of Canadian Pacific right from away back over 
8 a year nae when I first addressed this Commission on 

9 this same subject, 

10 My second point is this, that notwithstanding 
11 Mr. Frawley's views or Mr. Mauro's views on behalf of 


12 their clients, or the people supporting them, it is 
13 not necessary, in my respectful submission, to have 
14 the information they require to make the arguments 


4 that they have said they wish to make on behalf of 


16 their clients. The reason I say that is this: if 
V7 they had certain of the information they asked for 
“ they would know which non-rail assets were profitable 
a and which were not. Surely, the insatiable appetite 


4 of Mr. Frawley and his cohorts is not going to depend -- 


MR, SMITH: I object to being called a 


21 

93 cohort. 

23 MR, SINCLAIR: Collaborator, then. 

24 MR, FRAWLEY: Oh, I am just a cohort. 

25 MR, SINCLAIR: e « « and his collaborators 


26 are not going to depend on whether they are profitable 
27 or not. Surely, his insatiable appetite is not going 
to be concerned as to one thing, if it is profitable, 
29 put that in, and if it is not profitable, put it out. 


30 Is that what he wants the information for? I suggest 
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1 
f that is what he wants it for, and I suggest the 
3 Commission is not interested in that kind of an 
4 approach, 
5 Thirdly, while it may be a surprise to 
6 Mr. Frawley -- and he may only have the blank sheets-- 
2 if he had gone over to the Dominion Bureau of Statistic 
8 or to the Board he would have found the filled in sheet 
9 and either he or his very competent advisers would 
10 have been able to read the balance sheet which 
11 designates -- and it is Schedule 4 in here -- which 
19 designates for each classification what are rail 
13 and what are non-rail, and it also in the balance 
14 sheet gives the information as to what of the 
4) supporting schedules contain the details. It sets 
, out the investments in affiliated companies, non- 
if rail, included in accounts 7O6NR, andiah is account 
13 | 706 of the uniform classification account designating 
19 investments in affiliated companies which are not 
sok in rail accounts. They are set out here and I 
4 will read them off. 
221 MR, FRAWLEY: What schedule are you reading 
23 ero? 
24 | MR. SINCLAIR: 6A. 
2 COMMISSIONER MANN: Do you have the filled 
20 in sheets or the blanks? 
27 MR. FRAWLEY: I have the blanks. 
28 MR, SINCLAIR: Of course, the blanks will 
29 not assist him becarse if he has only looked at the 
ian 30 blanks, then I can understand why he has made the 
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2 motion, but I wonder if my friend has actually seen 
3 what information is supplied, If he has not, obvious- 
cf ly I can understand why he is in difficulties. Would 


5 my friend be good enough to state whether he has actual- 


6 ly looked at these documents and considered them 
7 before he made this motion? 
8 MR. FRAWLEY: No. I have been reliably 


9 informed that the report made under Section 387 of the 
10/ Railway Act for which I have the blank sheets doés 

11 not and will not give to me the information set out 

12 in my Question No. 1, and that particularly -- and I 
13 am only using it as an illustration -- particularly 

14 the sheets, if they were filled up with every line, 

15 would tell me nothing at all about the operations of 


16 Smith Transport. 


17 THE CHAIRMAN: Well, we will take a break 
18 | now. 

19 

20 ---Short recess. 
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THE CHAIRMAN: Order, please, 

MR, SINCLAIR: The point I was making was 
did my friend before he made this motion really know 
what information was available, and I say had he 
none at the filled-in reports -- his answer was that h 
was reliably informed. Now, by whom I suppose doesn't 
matter; but I have here the report for 1958 and 
investments in affiliated companies show the name 
of the company -- for example, reading the first three: 

"Minneapolis St. Paul and Sault Ste, 

Marie Railroad Company, general mortgage 

income bond and common stock; the Nova 

Scotia Cold Storage Company Limited, 

preference stock, ordinary stock; the 

Public Markets Limited capital stock," 

And it goes on listing the hie of the 
companies under these schedules, I just picked those 
three off from sheet 2 of Schedule 6-A, For each 
of the companies it shows the extent of control as 
a percentage. For instance, in the Soo Line, 50.53; 
for the New Brunswick Cold Storage, 100; and _— 
the Public Markets Limited, 50. 

It then shows the total par value of the 
investment in the company at the end of the year, 

For example, in the general mortgage income bond, 
the Soo Line, 3,339,000; and common stock, 16,223,511. 

It then shows for each company the total book 

value. For example, in the Soo Line, in the common 


stock the book value is the par value. But, for the 
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mortgage bonds, the wee value is less than the par 
value, 

It then shows for investments made during 
the year; For example, the Soo Line with the Canadian 
Pacific in this year, 1958, had purchased $1,135.00 
of common stock; that being the par value and also 
the book value as is shown here, 

It then shows, for instance, for each of 
these companies, again using the Soo Line as an example, 
the investments disposed of or written down by 
Canadian Pacific during the year, 

Then, it shows the dividends or interest 
during the year as an amount or a percent, For 
instance, on the general mortgage income bonds of the 
Soo Line, 4 per cent. It shows the currency, U.S. 

In the common stock, it shows a dividend of 50 cents 
payable in U.S. funds, And then it shows the amount 
credited by Canadian Pacific to other investments, 

Now, it does that for each of these companies 
in which Canadian Pacific has an interest, 

THE CHAIRMAN: It shows earnings in each case? 

MR, SINCLAIR: It shows the amount that the 
directors of these various companies declare as 

dividends and the amount credited in the accounts, 

COMMISSTONER ANSCOMB: And all that is 
available to every counsel, Mr, Sinelair? 

MR, SINCLAIR: Yes, sir. 

Now, those were affiliated companies, It 


also shows in another schedule, being schedule 7, other 
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investments, for instance, that the corporation has, 
that are carried as non-rail, 

In in 1958, it shows whether the investments 
were pledged, unpledged, the total par value, the book 
value, investments made during the year, changes in 
investments, dividends, interest and amounts credited, 

And, for instance, it shows the Admiral 
Beatty Hotel, which is known to some people here -= 
it shows what the company's investments in that were 
and how much they received from them, 

I$ also shows, for instance, that the 
company has an interest in the Canadian Arena Company. 
It has some preference stock, It shows the amount, 

It shows, for instance, that in this 1958 the company 
had purchased -- pardon me -- had, prior to 1958, 

an investment in the Marconi Company which they 
bought for $13,000.00 and which they sold that year 
for $38,000.00 odd. 

Now, it also shows that, for instance, it 
had ‘disposed of certain government of Canada bonds 
in the year @t a slight profit, 

It also shows dispositions of trust funds, 


It, for instance, shows that Canadian Pacific had 


am investment in Netherlands government bonds, 


= 


It shows, for instance, that it had some 
shareholdings in Provincial Transport, in H. Smith 
¥ 
Transport, the amount amQ what happened and what 


was received. 
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give information, They are merely carried here as 
Special investment No, 23 $200,000; the other items 
having a book value of less than $1,000.00, amounting 
to $76,000.00, 

And so, as I say, there is a great deal of 
information in Kere. 

In another schedule, it shows, for instance -- 

MR. FRAWLEY: What number is that? 

MR, SINCLAIR: S-A, It shows investments 
in steamships; whether they are on the Great Lakes 
or whether they are ocean, It shows the earnings 
from additions and from retirements, and the balance 
at the end of the year, It shows the interests in 
hotel and other properties and unsold land and 
properties in these various things; these companies, 
For instance, a company known as Meadowbrook Development, 
it shows that it bought certain assets, sold certain 
assets, and there is the information, 

Now, possibly, my friend, Mr. Frawley, would 
be confused, He wouldn't know what the New Brunswick 
Cold Storage Company really was. But if he wanted 
to say that he didn't know what it was -- I have picked 
one that I am sure he wouldn't ask near because the 
name tells you what it is. 

MR, FRAWLEY: The Alberta Stock Yards, 

MR, SINCLAIR: “he Alberta Stock Yards, and 
the interest of Canadian Pacific in that, They speak 
for themselves, But if there are ones in there that 


he doesn't know, weil he could quite easily ask and 
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&, 
we would be pleased to tell him, 


If he wants to know, for instance, about 
the Admiral Beatty Hotel; if he doesn't know where it 
is, we will tell him where it is, But I am quite sure 
the group would be able to tell him, 

My point is this, This information in that 
detail is available for each of the years 1956, 1957, 
1958 and, I am instructed, 1959, Now, Mr. Frawley 
has asked to go back to 1945 and in the letter to him 
I said, well, we haven't got it on a uniform basis, 
This, of course, would be a big job to do, I am 
hoping that the years 1956, 1957, 1958 and 1959 that 
are available to you will satisfy you, I thought 
that I was trying to be helpful. He did not reply 
to that. He just said, what you have told me is no 
good. 

Now, he asks in there for depreciation 
reserves and gross investments, 

MR, FRAWLEY: Perhaps I should tell my 
friend and the Commission that it is true our 
original demand said 1945 - 1959, If my friend 
tells me that there is readily available material 
for 1956 - 1959, as far as we are concerned that 
would satisfy us. 

MR. SINCLATR?’ My point on this matter of 
depreciation is the Canadian Pacific interest in 
investments - obviously you do not depreciate an 
investment, If we have got some shares in Canadian 


Arena Company, as we have, I don't know if Mr. Frawley 
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knows what that is, but that happens to be a company 
in Montreal that has the Montreal hockey team, 

But the point is that if he does not know, 
_ how he does, But certainly Canadian Pacific is 
‘ge depreciating its shares in a company. "ir he does 
not know tha&, I am sure Mr. Morrison would be quick 
to tell him that that is not what you do. But in 
so far as the property accounts are concerned, where 
depreciation is meaningful, that is in the report, 
too, That is all there, and if he cannot figure it 
out, I can only say to him: it is there, go look 
at it. 

Now, Mr. Chairman, if he is interested in 
the rates of depreciation, certainly Mr, Frawley 
or his advisers cannot supplant themselves for the 
duty upon the directors and management of these 
companies as to the amount of depreciation they take. 
I certainly do not think that it is this Commission's 
duty, interest or place to review each and every 
company that is made up in the complex Canadian 
Pacific, and to look at -- 

THE CHAIRMAN: How many are there? 

MR, SINCLAIR: Now, Mr. Chairman, to answer 
a question like that -- I could count them, 

THE CHAIRMAN: Over a hundred? 

MR, SINCLAIR: There would be maybe thirty 
or forty there of affiliated companies, and I would 
say thirty or forty individual companies of some 


areas that the Canadian Pacific has a significant 
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interest in, And then there are investments in 
various types of securities -- a fairly substantial 
list, also, 

But my point, sir, is that neither this 
Commission nor my friends nor their advisers are 
in a position to put their judgment against the 
people that are responsible with respect to the 
fixing of what is judged in depreciation in the 
light of these various companies! activities, That 
is a responsibility that rests with the management 
and directors of those individual companies, 

Now, it may be that Mr, Frawley or anybody 
else would like to know a lot of things -- a lot 
of things, But I hope that none of my friends 
who have spoken to this motion will misunderstand 
me when I say that in regard to the arterwative 
Suggestion made to this Commission I am shocked, 
and that is the only word that I can use, to see that 


in the motion, 
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1 

2 As this Commission knows, they appointed 

3 Mr. Kent and his firm to make certain investigations 

4 on behalf of the Commission, Mr. Kent did not leave 
oan with Canadian Pacific any data that he extracted; 

6 I don't know what he has got. I have inquired, 

7 did he give us copies, and the answer is No, and I 

8 would expect that to be so. So I don't know what 

9 Mr. Kent did. I do know that Mr. Kent and some 

10 of his staff spent considerable time in the Canadian 
11 . Pacific, and at his request, I met him and he 

12 asked me whether the books of Canadian Pacific would 
13 be open to him and to his colleagues for their 
14 investigation on behalf of the Commission, and I 
1S said yes, and so arranged it, and he had cotmplete and 
16 free access to those books. 
17 Now, Mr. Kent is an auditor and from a 


well known firm, and he is accustomed to dealing 
with company books and he knows that there are 
things in those books which are private information 
to these companies. Now, he obviously takes off 
figures, makes certain interpretations of figures 
and prepares certain statements as any chartered 
accountant, and the way he prepares them indicates 
tc anyone exactly what he thinks. He may have 
notes on them; I don't know. But when a person 
from a Royal Commission under the Public Inquiries 
Act comes to a company like Canadian Pacific and 
says: "I have been asked by the Royal Commission 


to do a job for them. You know ime, you know what I 
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2| do, you know my firm, I am asking you will you open 


3|| up your books to me?" And the answer was yes. 

4| Certainly that wasn't with any suggestion that his data 

5] and his interpretation of it and his statements would”, 
i: 

6| be made available publicly to anybody, and I am PBR.) 

7] shocked that my friends would suggest that, because 

8 if that were going to be so, I wuld ask the President 

9 of Canadian Pacific for instructions as to what I should 


10 do with the request of Mr. Kent. I didn't, because 
11 I was quite confident, knowing Mr. Kent and knowing 
12 the powers and rights of the Royal Commission, and 
13 knowing the tradition that is behind these things, 
14 that this data that he may take off would not be 
15 available. 
16 I go further. Mr. Kent said to me; "Do 
17 you or any one of the company's officers wish to be 
18 present when I or members of my staff are looking at 
19 your books?" And I said: "Certainly not; certainly 
not." So not only did he not leave data with us but 
we were not even there when Mr. Kent and his staff 
were doing work on the books, and I have no idea what 
he did and I don't think I have any right to know. 

I say this also, Mr. Chairman, that there 
is jurisprudence that can be cited, that this kind of 
information, even where there are parties at issue and 
where a commission or an organization makes inquiries, 
that says that does not have to be made available to 
the parties and that attempts to force the making of 


it available have by the courts been ruled not so. 


. 
" 
| 
| 


pe = -— - . nsh  tnstepridgaacsssenlb 


a a hte 


dn -- ¢ aay au <Swens ott Derk . ; og by > x 
| ates a2 tant nolvetqgue ye nats: *eeaw att Am 188 99 


Tae Li tes : 
2 Oitew asacnoteis aed ae it Yo sotiatenqregat fd os + | 


Sivode I Yetw of ea ancttouvdant 102 ‘ot tomy etbanad, to. Le 


nage oY thaw erg | anties me I . a - 
7 


iy 7 Om) = 
Paviy,' a8 F baa ‘ word: YAS og yloticnug, eldaitava eb ; anion) pp 

- ; 7 ; b 

Sapbood tad? Seegane ofirew aboetx? bai ‘tadt seavose |e i 


‘gneblesyy st dew Bloa I a sd of yikes srew tad 7 8 


t 


| “er a | we 
‘Pausoed ,t' abkb I ~~ SiH .3M Io tasupet edt tithe ob wd or 


Shiwonms Bas tao .t grivoay .vmobl tape a eax $23 he 
pay Aj A iz 7 


iVOH set to -edrints bite ‘ete pony fe 


+ 
=~ 
a) 
= 
me 
; 
F 
= 
r, 
s 


SQNlds oeods Haided nk tadd nottthaxtd ede settwomk 


Kan od sad} stab whdd dade | 
. ex 


aban Chaves 


Sit Yo Omo Yas 40 wor | 
‘ 


extnool re Vlad on bg wisdom xo T eite dmaeorq 
YAMiasreo ton Ylatatyed" | :bise pen i tadood nwo 
did aw Ad te tvsh Sysel son ‘ed S25 ae fom ie Wye Aton 
theta ala baa Sash 13M metw exeds one ton. oan ow 
PEM» asbe om ovat X Bein, sitiood esd no x0¥ ' yatob bleed ; ie 
; y 
word of tint yee oved ¢ wanes ?'aob ft Lode bib oH in 
e1odd Jane iar tedd es) “oata stat yea , eee | i | 
to Brita ane 3 eet? 4 Deane sd baa gait eonoberzqntant et 
bua suse! te asks "eg 21 te, eaeehe asve ae fe 
" ‘i -_ ate 


of Sidsliave shaw. o@ of svad tom wc | 
m 7 


“he” ne. 2d — ov aiqnesén 9 Jas 


n 


(ee) 


ANGUS, STONEHOUSE & CO. LTD. Sinclair 14793 


TORONTO, ONTARIO 


So we get on this question of other income 
approached by my friends, If my friends cannot argue 
that investments, listing them out, seeing the amount 
of the investments, seeing whether it paid a dividend, 
seeing whether the book value was less or more than 
par -- if that isn't enough information for them, 
quite frankly I think their appetite is insatiable, 

And ever since 1956 and as a result of the recommen- 
dation of the Royal Commission in 1949-1950, on 
Transportation, under the chairmanship of the Honourable 
Mr. Turgeon, more information in more detailed form 

was available than ever was available up to that time, 
Now, I have a suspicion that this has not been carefully 
considered by my friends. If they say they don't know 
where to look for it, fine. 

There is only one thing, and I want to com- 
pletely cover the item that could cause any difficulty 
at all here, and that is that you have to have quite a 
bit of accounting knowledge to be able to take out 
of that report one item and say that is the amount of 
interest earned om cash within the year credited to 
rail and non-rail. But that is available, and with: 
accounting knowledge -- by that I mean you don't nave 
to b> a chartered accountant or a professional 


accountant; even a fellow such as myself with a 


' little accounting knowledge is able to pick off these 


figures, and I am quite sure that some of my friends, 
who have a lot more knowledge in accounting matters 


than I have, could do it also. But that is the only 
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one that has even a touch of difficulty. 

It is for these reasons, Mr, Chairman, that 
I submit the motion is not well-founded, that the 
information available doesn't place my friends under 
any disability and, in any event, it could well be 
that this Commission -- I must say that this would 
be our position -- may well find that the existing 
arrangement and all that that implies under the Railway 
Act in @ntrol of the Board adequately dud fully pro- 
tects the public interest, and if they do do that, 
and notwithstanding that a great amount of time and 
effort was expended to produce figures for goodness 
knows what purpose, I would think that that would be 
most unfortunate, 

MR, McDONALD: Mr, Chairman and Commissioners, 
first I would like to™say that I overlooked replying 
to the letter from the provincial counsel, It came in 
late in July when I was on holidays and our accounting 
department was asked to look into the question. I had 
advised the Secretary of the Commission that we were 
looking into it and we would see what could be done, 
That was why mo reply vite received from the Canadian 
National. 

You might say that Camadian National might 
not be so interested in this matter, but we are inter- 
ested. I agree with the arguments advanced by my 
friend Mr. Sinclair whole-heartedly, and I do not wish 
to take the time of the Commission in going over them 


in detail. All this information, I submit, is 
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available in the reports of the DBS and the reports 
of the Board of canuh ove) Deedtancanaie It is 
given there, the rail income, the non-rail income and 
all the details, and to assist my friends I asked 
our accounting department to prepare a statement cover- 
ing the years 1956 to 1959 imclusive, which just 
contains the information which is om the public 
record with DBS and the Board of Transport Commis- 
sioners. For instance, we have dealt with the 
different categories; you don't go into each item 
in every detail, but, for instance, we have income 
from lease of road, income from non-transportation 
properties, and indicating what they are, hotel income, 
and that sort of thing, and I am prepared to file this 
with the Commission, and this contains the information 
which is already public with the DBS and with the 
Board of Transport Commissioners. I would be very 
glad to file this. It is headed"Canadian aetna 
Railways. Non-Rail Assets, Depreciation Reserve and 
Earnings for the Years 1956 to 1959 inclusive," and 
I would be very glad to give this to the Commission, 
I have ten copies for the Commission. I have copies 
for each counsel, and they will be distributed. 

THE CHAIRMAN: Are you filing that now? 

MR, McDONALD: yes, I am filing that now. 
Mr, Macdougall is distributing those, and Mr. Anderson 


has ten copies there for the use of the Commission. 


~--EXHIBIT NO, 152: Canadian National Railway state- 
Fe ON ment of non-rail assets, depre- 
ciation reserve and earnings, for. 
years 1956 to 1959 inclusive. 
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MR. McDONALD: So I submit, therefore, that 
the motion made by Mr, Frawley should be dismissed 
by the Commission, because I don't see whe re any furthe 
information would be of any assistance, It is suf- 
ficiently covered in the reports already made, and 
our position will be that it is not necessary that 
the Railway Act should specify what other assets or 
income should be taken into consideration, that that 
is already covered adequately by the classification 
of accounts, 

That is all I have to say on the matter, 

Mr. Chairman, 

THE CHAIRMAN: Mr. Frawley? 

MR, FRAWLEY : I have a very short reply, 
Mr. Chairman. 

The Order in Council, of course, must be 
looked at, and the Order in Council says whether and 
to what extent the Railway Act should specify the 
assets and earnings of the railway companies ina 
business and investment other than railway. Now, 
that isn’t answered, the Commission hasn't discharged 
its obligation to the Governor General in Council 
if they simply reported the number of thousands of 
dol*ars the Canadian Pacific has invested in Smith 
Transport, and that is all that the published and 
filed information tells us. The Commission must find 
out what the assets of a company is and what the 
earnings of that subsidiary company is and whether 


or not these earnings and the profits or losses should 
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be credited to the account, It is a simple opera- 
tion to find out what the investment was last year in 
the ABC company and what dividend was paid. That 
wuldn't tell you anything about the profitability or 
otherwise, or the assets they have or the kind of 
business they carry on, because surely the 
Commission must have some idea whether the business 
carried on is germane to the railway ‘enterprise, 
Certainly one would never learn anything about either 
the assets or the earnings of the Alberta iecaiainke 
last year or the year before simply by looking at 
the DBS material, All that would téll us was the 
stock, the total value and whether they paid a dividend 
You see, moneys could be set aside for dividends and . 
regard that as am expense and include the year in 
a deficit position; you could pay your dividends eae 
of the accumulated surplus or whatever you like to do. 
On the other hand, you could make a great deal of 
profit and pay small dividends, So that is not a 
| sufficient answer. iat 
Now, my friend had a technical argument bs 
and that all the Commission was directed to do WAS 80> sap 
say to what extent the Railway Act should specify what 
the assets and earnings are. But the paragraph 
goes on to say, what assets and earnings of railway 
companies are in business and investments other than 
railways should be taken into account, amd I cannot 


learn that by simply looking at the published statement 


in the DBS. So if that is the narrow ground my ; 
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friend bases his case on, I think it should fail, 

My friend said that the scope of this 
Commission should not extend to the functions of what 
are the jurisdictions of the Board. Well, clearly 
that has no application, If some misguided person 
came before this Commission and was so disturbed by | 
a certain tariff and asked the Commission to vitiate 
that tariff and declare it suspended, obviously this 
Commission has no such jurisdiction, and that was 
all that was endeavoured to be safeguarded by that 


paragraph in the Order in Council. 
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My friend endeavors to dispose of it on the simple 
ground that if we find a lot of profitable assets 
we will say put those into rail, and if we find some 
unprofitable ones we will say leave those out. of 
course, Mr. Chairman, with respect, that argument is 
hardis worthy of my friend, That would be a pretty 
Juvenile situation -- if we were just looking for 
profitable ones and said, put those in rail, We should 
keep in mind that assets which are profitable this 
year or last year may be unprofitable two years from 
now, I can assure you, Mr. Chairman and members 
of the Commission, that there will be no judgment 
arrived at on any such specious ground as that -- to 
put the profitable ones in and leave out the unprofitable 
Ones » 

My friend says he is shocked at our alternative 
argument, All we ask is that this information may 
be there now that we have asked for in paragraph l, 
and if it is not my friend is suggesting reasons why 
it perhaps is not there, Well, make the direction 
that my friend supply the information requested under 
paragraph 1 of our demand for particulars, We 
Sincerely think that we are helping to expedite the 
work of this Commission by saying, "Give us the 
information you have gathered yourself shorn of 
any recommendations by Mr. Kent, or whatever consultants 
you had, Give us the information which conforms 
with the particulars we demanded, and nothing else. We 


think that will help us,” 
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I say no more, except I recall to the 
Commission the exchange between Commissioner Mann 
and myself as to what that report may disclose and 
what our attitude might be, 

THE CHAIRMAN: We will reserve our ruling 


on the motion, 
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---DIRECT EXAMINATION BY MR, SMITH, continued, 

Q. Mr. Matheson, you have some further 
Statements to make in respect of the evidence given 
yesterday? 

MR, MATHESON: Mr. Chairman, yesterday I 
Stated to the effect that the wages in Sydney, Nova 
Scotia at our steel mills were the same as at Hamilton, 
I wish to qualify that and state that they are 
approximately the same, There is a variation of about 
one cent, I am instructed. 

Qe Is that the only matter you wish to 
clear up? 

MR. MATHESON: That is the only matter at 
the present time, excepting, Mr. Chairman, there may 
be some corrections in the transcript. or changes we 
will submit later on. 

COMMISSIONER MANN: These are the hourly wages? 

MR, MATHESON: This is the hourly wages to 
which we refer, and there are also possible differentiations 
in job classification. 

COMMISSIONER MANN: Are there any significant 
variations in the fringe benefits, such as holiday 
provisions? 

MR, MATHESON: This one per cent variation 
includes that. 

COMMISSIONER ANSCOMB: The one per cent is 
in your favour, is it? 

MR, MATHESON: Yes, that is correct. 


MR, SMITH Q@: That is to say, it is less? 
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MR. MATHESON: It is less, 

Qe Is that all? 

MR, MATHESON: That is all, 

MR. SMITH: Mr. Chairman, I just wish to 
mention for the record that Mr. W.J. Moloughney, 
manager of commercial research, Dominion Steel and 
Coal Corporation, is also associated with me in this 
and with Mr. Matheson in the presentation of this 
submission, 
~-~-CROSS-EXAMINATION BY MR, COOPER: 

Q. Mr. Matheson, I just have a few questions 
of a general nature first,and then I want to discuss 
with you in some little detail your part vit, The 
Selective Method as Applied to Steel Rates, However, 
before we get to that part, these few general questions 
page 1, for the purposes of the record would you please 
give the number of employees of Dosco in the Atlantic 
provinces? 

MR. MATHESON: I can give you the number 
connected with our steel works at Sydney. Would you 
mind leaving that over and we will supply the 
Commission with that information? 

Q. Certainly. 

MR, MATHESON: We have it for the steel works 
at Sydney, if that is of any help to you at the present 
time, 

Q. Yes, would you please give the 


Commission that figure? 
MR, MATHESON: The facts and figures of 1959: 
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the average payroll force at the Sydney works was 
4,014 employees; the total wages, salaries, and 
benefits for 1959, Sydney works, $21,552,000.00 which 
represents an average weekly pay and benefit per 
Sydney works employee of $103.25. 

Q. You will furnish the other figures 
that I have asked for, will you, Mr. Matheson, at 
a later date? 

MR, MATHESON: Possibly we will have them 
before the day is out, 

Q. You mention on page 1 the corporation 
owns and operates steamships could you give efi ‘V 
some detail as to the number of steamships and the 
services in which they are engaged, 

MR, MATHESON: I mentioned yesterday that 
we had two steamships: I was referring specifically 
dee to the coal trade this year. We have three 
steamships that are owned by a subsidiary company 
of ours, Dominion Shipping. Those ships were 
purchased at the end of World War II from the 
Dominion Government, They are known as the 
Park line ships, and were reconverted into what they 
call single deckers,. Incidentally, they are of 
Canac’an registry, Canadian crew and are paid Canadian 
wages pursuant to negotiations with the S.I.U. 

In addition to those three ships we have a long 
term charter for the ore trade -- a 15 year charter 
of the ship known as the Charlton Mira, I wanted 


to bring in the Charlton Mira because she is on @ 
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1 : be cf he | Cae 


2 long term basis, me three Ships in ,the Dominion : 
3 sii pping -- two Oe them this year have ‘been plying ° 
4 _in thé, coal trade and one in our ore and limestone 

5 ,, rade , between Sydney and Wabana, Newfoundland, 


between Sydney and Aguathuna, Newfoundland and 


6 
5 between Sydney and Seven Islands, Quebec. 
8 Q. You operate three railroads: I know 


9 the Sydney and Leesburg, and the second is Essex 
10 Terminal Railway --- 


~ MR, MATHESON: And the Cumberland Railway 


11 

12 and Coal Company and Springhill. That is only about 
13 4, something of a mile ert because the other part 

14 between Springhill mines and Parrsboro has , 
15 been abandoned, For the information of the 

16 Commission there is an application sub judice, before 
17 the Board of Transport Commissioners for the 


abandonment of the remaining segment. The mines, 
of course, closed down there and the application, 
as stated, is before the Board. 

COMMISSIONER PLATT: Where is the Essex 
Terminal? 


MR, MATHESON: That operates between Walkerville, 


Ontario and Amherstburg. 
MR, COOPER Q3 I direct your attention 


ww 


to page 3 paragraph 5: 
"Tt has often been stated - and it 
is a fact - that tins steel industry 
located at Sydney has a more advantageous 


position to export markets compared with 
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other Canadian primary steel producers," 
‘I want also to direct your attention to the note 
at the bottom of the page preceded by two asterisks: 

"Whereas in 1936, for example, 

61.05 per cent of the steel shipments 

from Sydney works were to export 

markets, in 1959, exports only accounted 

for 3,11 per cent of the total quantity.” 
Would it be correct to say that the present difficulties 
of the company are caused in considerable degree 
by loss of export markets? 

MR, MATHESON: It would be in the light of 
these percentages, in relation to the historical 
location of the industry, I would say that the loss 
of the export market contributed substantially. 

Q. Is it a correct inference from that 
that the Canadian market, therefore, has assumed 
of recent years a far greater importance than 
previously in the company's history? 

MR, MATHESON: That is correct, of necessity. 

Q. But I notice by the press that you 
have now an export order of some $12 million value 
to Mexico? 

MR, MATHESON: That is correct, 

Qe. The picture may be improving with 
respect to exports? 

MR, MATHESON: No, I would not say that, 
Mr. Cooper. From my understanding of the securing 


of that order, it was terrifically competitive. 
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ANGUS, STONEHOUSE ® co. tro. Matheson,Ellis,Hicks, 14806 
Mol oughney, cr-ex. (Cooper) 


Q. The amount is $12,500,000,00, and it 
is an order for the Mexican government for 100,000 
tons of steel rails and accessories? 

MR, MATHESON: Basically, the amount is 
correct -- that is the amount of the tonnage; I 
don't know about the value, 

Q. Page 5, Mr. Matheson, in waste x i | 
you say: 

"In furtherance of its policy to 
participate in Canada's expanding market 
for finished steel, the corporation 
announced, sometime ago, that a hot and 
cold sheet and strip mill would be 
constructed in the vicinity of Montreal." 

I take it that is the plant at Contrecoeur? 

MR, MATHESON: That is the plant in the 
vicinity of Montreal -- Contrecoeur was one of the 
sites that was under consideration and is still under 
consideration, 

Qo The construction of that mili _— not 
as yet commenced? 

MR, MATHESON: The property has been 
purchased; there is property purchased at Contrecoeur, 
but *t has not as yet been started. 


@. What is the distance of Contrecoeur 


from Montreal? 


MR, MATHESON: Approximately thirty or thirty- 


five miles. 


Q. If that plant is built -- perhaps you 
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ANGUS, STONEHOUSE & Co. LTD. Matheson,E1llis,Hicks, 14807 
RONTO, ONTARIO 
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2 have already stated it in the submission -- but to 


3 be clear on it, what will be produced? 


4 MR. MATHESON: Flat steel and hot and cold 

5 sheet and strip steel; that covers it, Incidentally, 
6 this is one field, of course, which Dosco has not 

7 as yet entered into and which today constitutes 


8 approximately 50 per cent of the finished steel 


9 market in Canada, 

10 Q. With the construction of that new 
11 plant you would be entering into a segment of the 
12 market previously not touched or tapped at all by 
13 Dosco? 

14 MR, MATHESON: Correct, 

15 Q. On page 12, commencing at paragraph 
16 25 appear the words: 

17 "Jt is apparent from the Duncan | 

18 Commission's report that the immediate 
19 measure recommended was intended as 

20 a partial remedy only....' 

1 I was under the impression, Mr, Matheson, 
22 that the Duncan Commission report mentioned that 
23 the Commission was settling the problem or intending 
24 to do so once and for all? 

5 MR, MATHESON: Mr. Cooper, I think before 
6 the last Royal Commission on tramsportation in 

07 1949 the question of "once and for all" was put to 
28 me, and I replied to the effect I considered that 
29 a rhetoric sweep. I still am of that opinion, 


and probably more sO than ever in the light of the 
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developments since that particular time, 

Qe pi was going to suggest that your 
answer was a rhetoric sweep, 

MR, MATHESON: I would agree perwmaps with 
that statement. I would go on to say that in the 
Royal Commission report on Maritime Claims they 
did refer to the impact of the horizontal percent 
increases and dealt to some extent with that impact 
in relation to the steel industry in the Maritimes, 
and had set out some statistical data, rate data, 
and so on. I am speaking from memory now in the 
absence of looking up the report, but as I remember 
it they went on to say that the Board of Transport 
Commissioners should look into this question of 
this impact as it affected the steel industry. So, 
therefore, I would say that approximately 20 per 
cent as recommended by the Royal Commission, therefore, 
constituted only a partial remedy, particularly in 
so far as the steel industry is concerned. 

Qe And that is your explanation for the 
statement, "It is apparent from the Duncan Commission's 
report ---", and that is the manner in which you 
reason the matter out of the intention of the 
Dunzan Commission's report to put in at that time 
a partial remedy only? 

MR, MATHESON: Yes. Mr, Cooper, now that 
I have a copy of the report in front of me, at 


page 26 of the Royal Commission report, paragraph 13 


appears: 
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1 

2 "Incidence of horizontal war 

3 increases, There is one further 

4 very important feature of the railway 
5 situation...? 

6 Q- What Commission report are you 

7 reading from? | 

8 MR, MATHESON: The Duncan Commission, the 
9 Royal Commission on Maritime Claims, 

10 "There is one further very 

11 important feature of the railway 

12 Situation, as it affects the Maritimes, 
13 Which calls for special mention. In 

14 one sense it is connected with the 

15 problems that we have been discussing, 
16 but its immediate indence is not 

17 so inter-connected with the general 

18 problem as to make it impossible to 

19 deal with it separately. Indeed the 


reaction of the burden which it imposes 
is so great that, in our view, it 
should be dealt with as a special 
problem. We refer to the system under 
which, during the late war, flat 
percentage increases (known as 
thorizontal increases!) were added 

to railway rates, We quote merely 

as an example, figures submitted 

to us by the British Empire Steel 
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which is now the Dominion Steel Corporation - 
",..in respect of iron and steel 
articles..." 
ete, etc, 
THE CHAIRMAN: We will break now, 


---Luncheon adjournment, 
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TORONTO, ONTARIO 


Hicks, Moloughney, cr-ex 
(Cooper ) 


---On resuming at 2.00 p.m. 


paragraph 


quoting: 


THE CHAIRMAN: Order, please, Mr, Cooper? 
MR, COOPER: ‘Thank you, Mr, Chairman, 
Q. Mr. Matheson, will you turn to page 13, 


2T o You say in that paragraph, and I am 


"Meanwhile, perforce of the repeated 
increases since April 8th, 1948 the 
cumulative rail rate levels have been reach- 
ing the point where water transport, even 
allowing for aouveuianena inherent in 

rail transport, was becoming more and 

more competitive. In fact, in 1959, even 
despite the roll-back effected on August 
lst of that year, it had become manifest 
that recourse would have to be had to 

water movement in order to alleviate 

the erosive effect of a combination of 
hevissurel rail rate increases from the 
Sydney Works and rate reductions from 
transportation competition in the 

central region." 


h 


You also refer, Mr. Matheson, to water 


competition in paragraphs 4O, 43 and 48. 


Paragraph 40 is contained on pages 20 and 2l, 


and you mention there that Dosco found it advantageous 


to ship two cargoes of steel by water to its Montreal 


works in 1959. 
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Paragraph 43 is on page 21. Iwon't read 
that paragraph, but I call your attention to it. 

Paragraph 48 is om page 22, where you give 
percentages of movements by rail, water and truck. I 
should like you to comment generally and give the 
Commission information with respect to water movements 
from the maritime plants and taking into account in 
your answer the prospect for increased water movements 
or otherwise in the future, 

MR, MATHESON: Mr, Chairman and members of 
the Commission, it is customary for us to ship by 
water from Sydney to Vancouver, serving the Vancouver 
market. We have also shipped from Sydney to ports 
in Quebec and Newfoundland, and have done s0 this 
year. 

We have also shipped by water from Sydney 
to Fort William with the movement inland of steel 
from there to points in western markets, 

THE CHAIRMAN: And you ship to Mexico? 

MR, MATHESON: That is true, sir, but we 
Tetide? that more or less of the export market as 
distinct from the domestic market. 

Now, we last year shipped -- had two shipload 
of steel a€- Sydney, az I mentioned in my brief, to 
our Montreal Works, carrying raw materials for that 
finishing plant. We found it cheaper to do 80, 
keeping in mind the handling from the mill to the 
mill which involved not only the water factor but 


also loading, discharging, switching and handling at 
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the originating and destination points. 

The shipments this year to Newfoundland 
were to St. John's, Newfoundland for the construction 
of the new pier in St. John's harbour, and we have 
shipped up to Seven Islands and to Port Cartier in 
the province of Quebec. 

If there is any further elaboration I shall 
be only too pleased, Mr. Cooper, to go on from there. 

Q. I want to get some information as to 
your views with respect to the future, and perhaps 1 
can point it up this way, by referring you again to 
paragraph 48, im which you state: 

"In the period August 1, 1958 to July 

31, 1959, 85 per cent of the shipments 

from Dosco's maritime plant were by rail, 

13 per cent by water and but 2 per cent 

by truck." 

Do you expect in the future that that 13 per cent 
figure will be increased? 

MR, MATHESON: It is pretty difficult to say. 
It all depends on conditions and circumstances obtaining 
at the particular time. 

Incidentally, being party to several rate 
agreements, some of the movements by water which were 
previously possible were not possible now, owing to 
reduced percentage, if it involves a percentage. That 
Ac 887 is 100 per cent or 95 per cent? 

of 95 per cent, I think. 


MR, MATHESON: 95 per cent. And our agreement 


; a 
7 , : i] “ a 


rae 
atatog notdanttasb ba gia Hiatvo ® 


orig) a ; ; 
“ae Saelbasotwak o@ say at ay stuongtde. ont ye dg hy Pi) 


no top rience ey az0T baelbewo TweK aiaaor 18 ot on ee 
ask Hil ip 
suodsand a aol 32 at etq wom orld. ts ei i 
4 > : 7 Pe 


al t9is<se0 2709. of @ baevw ! at _mayee, ot ——o a 


‘> 


eT A eg 
: ray 
2 
- 
@ 
~ 
= 
« 
w 
F 


; aed oup ‘to enetrae oat 


hf hed eal 
&£ LBS | AO ts erode? youl? th? VAs | t saodi 31 o Ley 
rd 


.& ; : ee 


OF as NOLtamto tal gase toy oF Jaswi t,o 


1 eqaitreq bag ,orutet add of tosqesr Atty sche OY 
he, ene Wey aniarvsiler yd. yew atdd asi bd tog mmo, 
voy Aokew wt a dqangereg 


* oh oe ¢ veh Lo, Poece _ wae & 
as 290904 Dolieq oid wT 


’ © oy 
b — = ~ m ' a 
" 4 we” r : Y Ci geces . 2 
y fi 4 
‘ 7 
fai wd iow Taelq emtiicen &'oosctl mort? 
. : y ! 
? 
oven S tnd baa todee-.vd tawean wae ¢ . 
, . or ' wl a ) ay \ VAY of Leg EL 1 ae 
* ‘ 
+f pgs » vd 
| is 
ae m7 Ae co doh — db . — ‘ pee _ 
. tot sade Gayswl eid wk toeqxe yoy’ od 
ther serous! 6d iftw sugtt - 
" ia 7 is 
oe o ae +feom PRR BB » lp marek .oee ” . ry ees , _ 
w O2 % Le She Be | inn? ¥ 723 ag Bs $I s MO2 48 TAM . AM 
’ > a ; beg | 
ow - r +, ~— a me in ie © 9 » * 4 
SulALeico seomatamuorts Dae gaot sR aoe O ebaeqeb. tie Res 
| , . 


ePney teilvotineg edt ta: 


it lervea of ytiseq gated 1 .xetadnebtonz rT 
P +2 7. ome i 
grew dotde sodew yd: Ss demeyom ods 9 aoe Fat lite aE 


Ls ? 
; >t 


u amie ad «won eidtanog fon oe ow « PEdtageg Hier 


?eiT » Pepa ans reg, & aavic avi tt i 48 


en 8 98 eee ° 
ae ee hese 5 tie Fee ' 
Var tee . at av et aN oa | 
ee ads pOA stain i AM 


ANGUS, STONEHOUSE & CO.ito. Matheson,Fllis, 
TORONTO, ONTARIO 
Hicks, Moloughmey, cr-ex 1481 4 


in connection with wires and nails to western Canada 


is 90 per cent. So, to some degree -- now, of course, 


subject to notice from the railways or subject to 
notice from ourselves in the termination af the 
particular agreements -- there has been a cut-back on 
the potential of the domestié movement by water. But 
it always stands out as a possibility. 

COMMISSIONER MANN: I wonder if I might ask 
Mr. Matheson a question, Mr. Cooper? 

MR. COOPER: Certainly, Commissioner Mann, 

COMMISSIONER MANN: These shipments by water 
-- were they done in your own ships or were they done 
in scheduled liners or were they by trans-steamer 
tonnage? 

MR, MATHESON: These would be in the cate- 
gory of a charter. They were Kaveten in fact, 
where the ship im a regular service was going to the 
east. But on the way back they were chartered to 
1ift the steel from Sydney to our Montreal works. 

Now, on that point I refer now to the 
Maritimes Transportation Commission's brief about the 
question of subsidy to regular water carriers. It 
would be a very easy matter, a5 you can follow, if you 
can follow amd bear with me, for an arrangement to be 
made with a regular so-called carrier in coming back. 
In this particular case, he would be mot in the sense 
@€ regular; he would be more or less in the category 
of a tramp ship. However, that would not preclude 


him from being in the category of a regular carrier, 
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ANGUS, STONEHOUSE &@ co.tto. Mathescu,®liis 
TORONTO, ONTARIO Tiaeeys 


Hicks, Mclouchney, cr-ex L435 
(Cooper ) 


and we make a trip charter with him for the carrying 
of our steel back. And by that procedure, then, he 
would be eligible for a subsidy. 

COMMISSIONER MANN: The period you cover 
there, August 1, 1960 to July 31, 1959 was, according 
to my understanding,one of the depressed conditions 
in the charter market. Would that conform with your 
understanding? 

MR. MATHESON: Yes, the last several years 
have been a depressed condition in the charter market ; 
correct. 

COMMISSIONER MANN: So that your figure of 
13 per cent by water is the best you could do under 
depressed rate conditions in the charter market; 
would that be right? 

MR, MATHESON: No == you must remember it 
depends on the conditions and circumstances obtaining. 
With these ships, by whom we move the steel, they probabl 
might have a five-year charter, 

COMMISSIONER MANN: I see, 

MR. MATHESON: Or, periodic for a number 
of years. This is a trip charter, and it may not 
pear any relationship whatsoever to the current time 
cha-ter situation. In other words, he wants traffic 
going back. He was prepared to do so at a certain 
rate. Sometimes it might pe a question of a marginal 
per cent out-of-pocket cost. As long as he gets the 
the ship back to Montreal, he is quite 


cost of moving 


satisfied. 
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ANGUS, STONEHOUSE & co.Lto. Matheson,Ellis, 


TORONTO, ONTARIO 


Hicks, Moloughney, cr-ex 14816 
i (Cooper ) 
Z COMMISSIONER MANN: Thank you very much, 
K MR. COOPER: Q. Mr. Matheson, dealing a 


4 little further with this question of water transport, 

5 have you made any study of the effect the St.Lawrence 

6 Seaway might have on the maritime plants of Dosco? 

7 MR. MATHESON: we have looked into that, 

8 Mr. Cooper, and in regard to the movement this year 

9 by water to Fort William the ship had a carrying 

10 capacity of approximately 4400 tons, 

11 Now, I am just referring to that particular 

12 ship. If that was before the seaway, the largest 

13 ship that could go up would be 2500 tons. And, on 

14 a prorata basis I would say it would be more expensive 

iD and conceivably we could not have moved that steel by 

16 water to Fort William, I am positive, at the rate we 

17 did pay. 
In other words, if we were to ship that 

i steel today that we moved to Fort William, to take 

20 a 2500-tonner, we would pay more than we did in the 


21 case of the 5000-ton. So, therefore, to that extent 


22 the seaway was of a benefit in regard to that par- 

23| ticular movement. 

24 Qo It will continue to be so in respect of 
a future movements? 

26 MR, MATHESON: I would say that as freight 


27 rates go up by rail the existence of the seaway will 
28 tend to broaden our potential market westward. It may 
29 not be of much benefit to us, say, on the present level 
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ANGUS, STONEHOUSE & co.iro, Matheson, £llis, 
TORONTO, ONTARIO 
at Hicks, Moloughney, cr-ex 14817 
(Cooper) 


these factors. It may not be, and I say that advisedly 
in connection with the shipments of wire rods from 
Sydney to our Etobicoke plant, It may not as at the 
present time be of advantage to US, but, conceivably, 

if the rates went up 10 or 15 or 20 per cent more, then 
that line becomes at a point where it could be to our 
advantage. 

Now, there is a case, also, where the seaway 
would be of advantage to us because it makes it possible 
for a larger unit, a larger ship, to go all the way 
from Sydney up to Toronto, 

Q. But if freight rates move,the area which 
you can reach, or the distance you can reach profitably 
by water, you would come down from Fort William, say, 
to Toronto? 

MR, MATHESON: Or Windsor, as the case may be, 
to our Walkerville plant, 

THE CHAIRMAN: Your water rate would be a 
matter of contract, not regulation? 

MR, MATHESON: It would be a matter of con- 
tract, Mr. Chairman -- a contract proposition for part 
of a ship or the whole of a ship, as the case may be. 

MR, COOPER: Q. Mr, Matheson, at page bg 
paragraph 31 -- and I am not going to read that para- 
graph. However, I do refer to it and to paragraph 31A. 
Ha a wish to ask you this question: that there 
always has been in the past a differential between 


Hamilton to Montreal on the one hand and Sydney to 


Montreal on the other? 
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ANGUS, STONEHOUSE & co.t1o. Matheson,Ellis, 
TORONTO, ONTARIO 
Hicks, Moloughney, cr-ex 14818 


MR. MATHESON: That is correct, 

Q. That was true even on June 30, 1927? 

MR. MATHESON: That is correct. 

Q. Page 23, Mr. Matheson, paragraph 49; 

"The truck shipments from Dosco's 

maritime plants are intraterritorial. 

Trucks have been non-competitive in the 

transport of steel from Sydney, N.S. to 

Central Canada." 
I merely ask you this question, and perhaps the answer 
may be obvious; do you consider that trucks will 
remain mon-competitive in the transport of steel from 
Sydney to central Canada? 

MR. MATHESON: My answer to that is that 
we have made cost studies in connection with the 
utilization of our own trucks for the movement of 


steel. In fact, we have moved steel by our own 


trucks. 

Q. From where to where? 

MR. MATHESON: From Montreal to Toronto, and 
also to Wind6éor. Now, we kmow, have a pretty good 


idea, what it costs per tom mile in connection with 
steel; and unless the rail rates go extremely high, 
it is very doubtful if the trucks will ever become a 
competitive factor in connection with the movemens of 
steel from Sydney, say, to Montreal. 

I perhaps might qualify that by saying unless 
they became a more economic unit than what they are 


today -- larger carrying capacity, and so on. 
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anaus, sronenouse «co... Matheson, Ellis, 
Hicks, Moloughney, cr-ex 14819 
(Cooper ) 

Q. Well, it is a fair inference, then, 
from what you say that in so far as the foreseeable 
future 1s concerned you cannot see trucks becoming 
competitive with the railways in the transportation of 
steel from Sydney to central Canada? 

MR. MATHESON: yes, And that is particular- 
ly with the raw material, such as billets, blooms and 
wire rods. 

THE CHAIRMAN: Steel is too heavy? 

MR, MATHESON: Yes, I think so. 

MR. COOPER: Q. For the information of those 
of us who are not familiar with the steel industry, 
would you just tell us what billets and blooms are, 

Mr. Matheson? 

MR, MATHESON: Hot rolled -- we call hot 
rolled billets and blooms -- is a raw material from 
which bars and angles and sheets, bars and sheets, 
are rolled. They are the product of the first rolling 
operation beyond the crude stage, or the ingot stage. 
Now, the billets measure about -- they range from 
1-3/4 inches to about 3 1/2 inches from our plant, 
our Sydney Works. They are mostly square. Their 
length is about 28 feet. 

A bloom, on the other hand, is larger. I 
our case, they are square or rectangular. When they 
are square, they are about 5 inches by 5 inches, and 
measure, I would say, approximately 18 feet. 

There are variations to that, you see, but 


that ccevers what we call blooms ard billets. 
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ANGUS, STONEHOUSE & CO. LTD, Matheson, Ellis, 


TORONTO, ONTARIO Hicks ; Moloughney, er-ex 14820 
(Cooper) 


Q. You are saying that blooms are larger 
than billets? 

MR, MATHESON: That is correct, 

Q Q. So, blooms are just larger billets; 
is that right? 

MR. MATHESON: Well, nobody can define, 
for example, exactly what a billet is, All anyone 
can say is that most billets in the cross-section are 
roughly square and often range from, as I said, 

1 3/4 inches to about 3 1/2 inches. But I suppose 
more or less we could nae the bloom is a large 
billet. 

MR, ELLIS: Yes, that is right. 

MR, MATHESON: Or, as Mr. Ellis says, a 
billet is a small bloom. 

Now, as to wire rods, hot rolled, that is 
the raw material in the coils from which wire is 
cold drawn. 

Q. A steel slab is just a what? 

MR. MATHESON: Is equivalent, I would say, 
to a bloom, only it is flatter. It is not square, 
It probably is about 12 inches, or, in our particular 
case, it could be about 12 inches wide and probably 
3 or 4 inches thick. In other words, instead of 


peing rectangular or relatively square, it is flat. 
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ANGUS, ‘STONEHOUSE:8 Co.,LTD. Matheson,Ellis,Hicks, 14821 
| Moloughney,cr-ex. (Cooper) 


Q. You mentioned also ingots, As I 
understand it, that is the raw product from which 
these others are rolled. Would you tell the 
Commission what ingots are? 

MR. MATHESON: Well, ingots would measure -- 
there are different sizes, Roughly twenty-six inches 
square, weighing about 63 tons, in our case, in the 
case of Dosco, 

Qe Thank you. I refer you to page 28 
and particularly on that page to paragraph 63: 

"Dosco submits that rate increases 
instead of being applied horizontally 
should have been implemented selectively 
in order to maintain as nearly as reasonably 
possible the ‘discrimination between' that 
had existed in relation to the Maritime 
area," 

Are you suggesting there, Mr. Matheson, a 
general alternative to the horizontal rate increases? 

MR, MATHESON: Yes. What we have in mind 
there -- and I think this goes back to our cases 
before the Board of Transport Pee and goes 
pack a number of years now, and I see that the 
provirce of Manitoba has accepted the same basis, 
thatea percentage with a hold-down of a flat amount -- 
I don't say you have accepted the same basis; but 
you have mentioned 4t and we have mentioned it. It 
4s one of these things, to lessen the full impact of 


the horizontal increase. The. main purpose is to 
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protect rate relationships. 

Q. It.is the selection of certain commodities, 
is it, which will not bear the full effect of the 
percentage increase or, rather, to which that would 
be applied? 

MR, MATHESON: Yes. In other words, a 
commodity has to be looked at in its proper perspective 
in relation to the relationships, 

@HE CHAIRMAN: And a ceiling put on? 

MR. MATHESON: Correct. 

MR, COOPER Q: That is your suggestion, 
then, to go bade part way at least toward a solution 
of this horizontal rate increase problem? 

MR, MATHESON: That is correct, Mr. Cooper, 
that is our view. 

Q@. I want to turn now to Part VII, the 
Selective Method as Applied to Steel Rates, and I 
want to understand fully the working out of the 
figures on page 33. As I understand it, your 
principle contention in this submission is that 
the rates from Hamilton to a key point, which you have 
taken as Montreal, should be the same as rates from 
Sydney to that key point, Montreal. 

MR, MATHESON: That is correct, sir. 

Q. Now, we will take your figures on 
page 33. There may be some repetition here and I 
may be putting to you some things which will be 
perfectly obvious to you, put I want to get a clear 


understanding of how you have arrived at your figures 
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on this page, 


Now, in the first place, as I understand it, 
there were at July 31st, 1959, two rates out of Hamilton, 
namely, the competitive rate of 455 and the commodity 
rate of 798, 

MR, MATHESON: That is correct, 

Q. The increase in so far as the 
competitive rate is concerned is 155, and obviously you 
must have taken 300 as the base and taken the 
difference between 455 and 300 to get the 1552? 

MR, MATHESON: Correct, 

Q. The commodity rate increase is 498, 

MR, MATHESON: $4.98, correct, 

Q. Now, your weighted rate as of July 31st, 
1959, 589. Now, I take it what you are doing there -- 
you have two rates, competitive rate and commodity 
rate, and you want, of course, to come up with one 
rate which you can compare with and apply to Sydney. 

MR, MATHESON: That is correct, 

Q. If you follow me for a moment and see 
if I understand the way in which you have done that, 
You have taken the Dosco tonnage for the period of 
the Hamilton summer or competitive rate and multiplied 
that by 455. 

MR, MATHESON: That is right, 

Q. You have then taken the Dosco tonnage 
for the period of the Hamilton winter rate or commodity 


rate, 


MR, MATHESON: That is right. 
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Q. And you have multiplied that by 798? 

‘MR, MATHESON: We have taken the 798, which 
is the winter rate, and multiplied it by the tonnage 
from Sydney. 

Qe Then you have added up the number of 
your tons, you have added up the two dollar figures 
you have got as a result of the multiplication in 
each case, 

MR, MATHESON: Yes, 

Qe And you have divided the total tons 
into the total revenue, and that produces in this 
case your weighted rate, namely, 589, 

MR, MATHESON: Correct. I might add that 
for the purposes of checking, the weighted factor 
we used would be 39 per cent, or unit of 39, if you 
wish, at the 798 rate and unit of 64 at the 455 rate, 

Q. I am not asking you for the specific 
number of tons which --- 

MR, MATHESON: I am sorry, that is the 
calendar basis, the figures I gave you. But I am 
afraid I can't give you the other because it is 
revealing our ‘tonnage. 

Q. ..I have deliberately not attempted to 
use any tonnage figures because, as I understand it, 
those figures you regard as confidential. 

MR, MATHESON: Yes. 


Qe But I have given you the method which 


is the method which you follow. 


MR, MATHESON: That is correct, Mr. Cooper, 
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Qe And after having arrived at your 
weighted rate you say this then would be the cost of 
freighting the billets, blooms and wire rods from 
Sydney, N.Se, to Montreal, Quebec, and that is the 
rate Dosco should have if it is not to be handicapped. 
The weighted increase from Hamilton to Montreal, in 
this case, amounts to 289 per ton, That, of course, 
is the difference between your base rate of 300, it 
is the difference between your weighted rate of 589 
and your 300 commodity rate? 

MR, MATHESON: That is correct, that is where 
we get the 289, 

Q. That, of course, puts Dosco in a more 
favourable position with respect to Hamilton than it 
was in on June 30th, 1927. 

MR, MATHESON: That is eurkesWs But we wanted 
to go back before June 30th, 1927, as far as we were 
able to trace. We went back before the Eastern Rate 
Case in 1927, and naturally you would find that instead 
of having th@ differential that did exist as at June, 
1927, we had a materially lower factor. Now, the 
question arises: was it much lower prior to that 
time, in 1912, or before 1912, That I couldn't say. 
But we feel that, in order for us to be not handicapped 
on the fringe of the Quebec-Ontario market, we should 
at least have equilibrium or parity with Hamilton on 
a year-round basis. 

Qe To come to your next table, competitive 


or agreed charge, June 30th, 1927, 510, July 31st, 1959, 
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1179, increase 669, Now, those are the rate figures 
from Sydney, N.S. to Montreal, Que., as at the dates 
indicated, except that 1179 is the total rate and 
not the billed rate, 

MR, MATHESON: That is correct. Just for 
the purposes of the record, the rate as of July ist, 
1927 was $4.30, and the actual rate or the billed rate 
is $8.96 on our agreed charge, giving an increase of 
$4.66. Do you wish me to repeat those figures? 

Qe Yes, please do, 

MR, MATHESON: On July lst the rate went down 
to $4.30, As of December 14th, 1959, when the agreed 
charge became effective, it turned out to be $8.96 
per gross ton, So comparing the billed vis-a-vis 
the normal for the purpose of reimbursement, you have 
then $8.96 compared with $11.79. So the actual 
increase, while the date July 31st, 1959, is shown 
there -- the agreed charge did not become effective 
until December 14th -- the actual increase for 
comparative purposes would be $4.66 per gross ton, 

THE GHAIRMAN: You contend, as I understand 
it, that by consideration you are guaranteed not only 
a rail rate by a rate, 

MR, MATHESON: That is correct. While, as I 
understand it, rates were not set out, it is a matter 
of policy, and it is our contention and feeling that 
we should, at least in the case of steel, get to that 
fringe market, which is Montreal. 


MR, COOPER Q: And perhaps to repeat this 
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point, you have an agreed charge today of $8.96 per 
gross ton; that is what you pay, but the railways 
get $11.79. 

MR, MATHESON: pee ee els Lo iy 5 For 
the purpose of the record there, allowing for the 
preferred area of the proportion of the through rate, 

we have, a factor of 76 per cant, so where the $8.96 weul 
be equivalent to 76 per cent of the through rate, then 
therefore the 100 per cent would be equal to $11.79 fe 
and the railways would obtain the difference, 

COMMISSIONER ANSCOMB: You certainly intrigue 
me now, Mr, Matheson, Where does this policy that you 
talk about out of the air come from? You have a 
got a rail rate, and, as far as I understand, all 
you have got, 

MR, MATHESON: Some things, as I understand it, 
Mr. Anscomb,-.can be written into a constitution and 
other things cannot because of the changing conditions 
and circumstances. The question of rates, and rates 
being a changing factor, could not be written in as 
a guarantee, and there were pronouncements at the 
time of Confederation -- and actually the rates 
established in the Maritime area as set out in the 
brie? of the Maritimes Transportation Commission, which 
shows that the policy had been carried out, but it was 
not thought to be a matter of a constitutional 
statement or guarantee. 

COMMISSIONER: ANSCOMB: The Crow's Nest 
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MR, MATHESON: Well, we in the Maritimes 
keep out of this Crow's Nest problem, 

COMMISSIONER ANSCOMB: You have nothing 
like the crow problem in your pocket, There is nothing 
in writing. 

+ MR, COOPER Q: We end up in this position, 
that Rapes is putting forward a rate of 589, and, 
as I understand it, the railways, however, under your 
proposal would still get 1179, the subsidy therefore 
would be 283 as at present, plus the advantage 
Dosco was going to get of 307, and therefore there 
would be an additional amount of subsidy of 307;-is 
that right? 

MR, MATHESON: That is right, 

Q. Now, you told me a few moments ago 
that your alternative proposal to .the uniform 
application of horizontal rate increases would be 
a selective method. I take it that this is an 
example of a selective method to get at the rate. 

MR, MATHESON: The selective method, and 
this proposal of ours is somewhat identical, Mr, 
Cooper. It is taking commodities and treating 
commodities on a selective basis. 

THE CHAIRMAN: You mean a hold-down? 

MR, MATHESON: That is right, Mr. Chairman. 

tn other words, you are treating the commodity on 
a selective basis. That is what we are saying also 
in our approach to this question of the Maritime 


Freight Rates Act. We are looking at it from the 
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point of view a selective approach ee & and that 

is similar to the selective approach mI Board of 
Transport Commissioners would take in. the maintenance 
of relationships so that it wouldn't disrupt 
relationships so that this wouldn't have an erosion 
effect. 

MR, COOPER Q: To calculate a rate 
by this selective approach, if you are going to be 
able to do it without very extended calculations, 
you require one key point, which in this case 
is Montreal, 

MR, MATHESON: Yes. 

Qe One point of origin in central Canada, 
which in this case is Hamilton,. and ene Gout of | 
origin in the Maritimes, which in this case is 
Sydney. 

MR, MATHESON: Yes, that is correct. 

Q. If you had more than one key point, 
several places of origin for your competing product 
in Canada, and in the Maritime provinces, how would 
you ever apply a method like this? 

MR, MATHESON: It shouldn't be too difficult. 
It is a question of watching your groupings and 
the relationships. For example, Sault Ste. Marie 
would be interested, no doubt, to some extent in the 
Montreal market, Incidentally, Montreal has not been 
a market, say, for billets and blooms because the 
Montreal market is mostly captive; that is to say, 
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finishing plant here. So there is no market for 
billets and blooms. There may be some market for 

the Soo im connection with bars, structurals and 
Shapes, But, anyway, the Soo may look upon this 
arrangement. If you would bear with me for a 

moment, as of June 30th, 1927, the rate from the 

Soo, commodity rate, was $5.60. On July 31st, 

1959, the competitive rate is $8.72. In other words -- 

THE CHAIRMAN: From Sydney? 

MR, MATHESON: No, from the Soo, Sault Ste, 
Marie to Montreal. So in that papticular case there 
was an increase of $3.12, The winter rate from the 
Soo is $14.43 as of July 31st, 1959, so there was an 
increase of $8.83 or, applying the same method, we 
would come up with a weighted rate of $10.95, 

Now, let's assume for a moment the Soo says 
they want to come into a similar arrangement, In 
that case we have no objection to the Soo coming in 
to a similar plan on a relative basis and working out 
Something that would sort of give them a relationship 
vis-a-vis our proposition from Sydney. But the Soo 
not only has a er very much closer than ours -- 
they have the Toronto market, they are closer to the 
Toronto market than we are -- but in addition to 
that they are closer to the western market than we are, 
But we are located around at the extremity of Canada 
and can only go in one direction, excepting when 
through exceptional conditions and circumstances we 


are able to get the export market, 


(2 to om ditt pant bik wr 2 bh 
sid moxt odiex edt ,YSOL .xVOE as cago as 
| ese NEY 0 08.24 can saint Yttbomees <8 ed 
ee ation wenito at .ST.5$ et ter id hd eqmio ie ¥ : 
PEOAYe mort :WAMALAD ae ie. jor 

.ot2 timed 908 odd mozt .oW :MOGHNPAM AM jen ee “a u 4 
eredd seso wes lsvotieeg data of 08 [sendqot of staat ie! 
‘ott moet ses astatw sfP, .SfyEe Mo Saaanbat as eau 
ne oa erent} of .2ael ,#aft ylut Qo: as EX,AL§ at 068 
ow (borten, ena odd antylage .%0 €8.8¢ Jo oe, 
 ae.0L8 to ‘eden beddigtow ® dato qo tno re 


ayee one ond Joonar es -r0t onmpees atte. wom a 


hack 
al 8 ,#aewegrenre altate | 2 qank oOo ot dine ved 
ne getinoe 0o8 at of rot tontdo oft, wear ow easo tact 
ino gttatiow bas stead svidaled & eo osig ee, 2 of. 
gidenstiafles & mortd ovis Yo ai bLuow desi anidisnce 
202 edd dua Vonbye | aont mot} eogora 50 ty-s-atv. 
~~ amo mst) wweofo Mog Tey ‘testens & gad yino jon 
ed? of teRoLp ons ils afentan: 9 etoipal, att evant Yost 
ot montihbbs wr ted =< oie ow and Penlecam osnoot 
ee ee wed sew oxi? o# roeofo. ons ert? dads 


nites to YWiwerKe ed aa Dayo 1s bytgnes Lilt iat 
nesiy yatiqooxs .mokdgentb end + See 
sw soonstemvouts bas i, ia rg ; 


’ 
e 
. 


ANGUS, STONEHOUSE & CO. LTD, Matheson,Ellis, 
TORONTO, ONTARIO Hicks 9 Moloughney, er-ex 
(Cooper ) 


14831 


Q. If your rates Hamilton to Montreal 
changed in any way, you would then have to recalculate 
the weighted rate? 

MR, MATHESON: That is true, 

Q. To enable the Board of Transport Com- 
missioners to recalculate, or any other authority to 
recalculate, the weighted rate, of course, your tonnage 
figures would have to be obtained -- Dosco's tonnage 
figures? 

MR, MATHESON: As I say, there is only 
such a small variation between our tonnage figures and 
the calendar figures that perhaps the calendar basis 
ratio would be sufficient. 

THE CHAIRMAN: What is the steel production, 
percentagewise, of Hamilton, the Soo and Sydney? 

MR. MATHESON: In paragraph 69 -- no, I 
haven't got the Soo there. 5.8 million tons, that is, 
in terms of ingot capacity was produced by Hamilton 
and all the steel producers in Canada. The annual 
capacity, Sydney, 930,000 net tons; Stelco, 3 million 
net tons; Defasco, 1 million net tons; Algoma, 1.2 
million net tons -- that is,in terms of ingot capacity. 

MR, COOPER: Q. Would you turn to page 35 
ana let us take that example Sydney, Nova Scotia, to 
Toronto: you are dealing with the fixing of rates 
past Montreal, and just correct me if I am wrong in 
what I am now going to say. You took your Montreal 
pase of 589 -- and we have just gone through the 


method by which you arrived at that -- then you take 
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difference 384 and you get a rate of 973. Am I 
correct in understanding that the 384 is the spread 
today in normal rates, or perhaps you can put it 
clearer than I. 

MR. MATHESON: The alexa rate to Montreal as 
of July the 31st, 1959, without the roll-back, was 
1002. The corresponding rate to Toronto was 1386; 
the difference is 384, and that is what we added to 
the base of 589. 

Q. Now, then the rate from Sydney to 
Toronto would not be on a basis of parity, would it, 
with the rate from Hamilton to Toronto? 

MR, MATHESON: Oh, no. The Hamilton- 
Toronto rate just offhand -- I have the truck rate in 
the brief; and, incidentally, most of the steel from’ 
Hamilton t Toronto moves by truck, and that is in the 
vicinity of 11 or 12 cents per 100 pounds. 

Q. Do you consider that is any departure 
from the principle you are putting forward here, that 
you should have parity with Hamilton? You have got 
that parity by your method here im so far as Montreal 
is concerned, but to carry through your idea con- 
sistently should you not also be on parity with the 
Toronto market, or do you just take the key points 
and you are not concerned with anything else? 

MR, MATHESON: We take the key points. 

We want to approach this reasonably. You can carry 
this question of parity to the extreme. In other 


words, it would be ridiculous and unrealistic to 
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ask for an equivalent of a rate all the way from 
Sydney to Toronto of $2.688 per gross ton, We are 
not asking for that. We are asking to let us get at 
the fringe of the market and we feel that there are 
competitive influences and faa and other conditions 
in addition to the confederation aspect that make it 
valid for us to make such a request and approach. 
Q. One thing that concerns me somewhat, 
Mr. Matheson, in connection with this main part of 
your submission is this: are you, in effect, asking 
this Royal Commission to fix a rate for you? This 
Commission is concerned with looking into the problems 
of transportation generally -- inequities in the freight 
rate structure. Is what you are asking for mow some- 
thing different -- namely, "Please fix a rate for us"? 
MR. MATHESON: No, we are not asking the 
Commission to fix the rates. We are putting this 
forward as a possible remedy in relation to the 
Maritime Freights Act and the present Transportation 
Assistance, This is a form of remedy that, as applied 
to Dosco, would amswer our particular problem, trans- 
portationwise, from the maritime area into the central 
Canadian market. 
Q. Have you made any calculation as to how 
it might affect any other industries in the maritine s? 
MR, MATHESON: As far as our own proposal 
is concerned -- let us ay there is a plant, Enamel 
Heating in Amherst where they produce bars: they are 
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Sydmey in respect of bars going to Quebec. Inciden- 
tally, we ship bars from Sydney to Quebec City, and 
in this sort of setup there would be a maintenance or 
relationship with the grouping basis that could 
probably be the same as we have done west of Montreal, 
and it could be done the same way at the other end; 
that is to say, there would be a difference between 
Sydney and Amherst in respect of the rate, 

THE CHAIRMAN: You are talking of principle? 

MR, MATHESON: That is correct. 

MR, COOPER: Qo That is the main point I 
wanted to establish: whether you are endorsing a 
principle or just asking --- 

MR, MATHESON: Oh, mo; endorsing a principle. 

Q- Page 35, you mave worked out rates 
in cents per ton of 2240 pounds with respect to bars. 
Your calculations there are on the same basis as we 
have already gone through to get your weighted rate, 
and so on,wo we need not pursue those figures? The 
same method applies? 

MR, MATHESON Om bars? 

Qe Yes. 

MR, MATHESON: Correct, but I should mention 
tha: we are primarily interested in our approach to 
this thing in respect of the raw materials -- billets, 
blooms and wire rods, amd not 80 much im respect of 
pars, nails or other commodities. We have a finish- 
ing plant in Montreal that produces bars and wire and 


so on, from the raw materials we obtain from the Sydney 
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area, We are more concerned with the raw materials. 

Q. Your approach to this problem has been 
somewhat different from the approach in the Maritimes 
Transportation Commission submission, I believe you 
said the two submissions were prepared independently? 

MR. MATHESON: That is correct. 

Q. Have you givem some thought to their 
proposals for revision of the Maritime Freight Rates 
Act since you have seen their submission, and what are 
your views on their proposals as compared with your 
own? 

MR, MATHESON: I think all I cam say is 
on that question that we think our owm proposal will 
fit in better to our own conditions and circumstances, 

Q. When you say "our own conditions and 
circumstances" that is Dosco? 

MR, MATHESON: Doseo, that is right. As I 
see the approach of the Maritimes Transportation 


Commission, they had a look at various industries and 


they came up with this particular proposal as a remedy. 


Now, we are not criticizing it im any way, shape or 
form, nor are we criticizing the proposal of Atlantic 
Sugar. I think they are all proposals that have been 
put in good faith. 

THE CHAIRMAN: Which do you endorse? 

MR. MATHESON: We endorse our own, sir. 
This has intrigued me, and what I was really impressed 
with was the dollar value, since you nave mentioned 


it, that the Maritimes Transportation Commission has 
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come up with: at page 50 -- $6,555,935 additional. 
This year in the period ending March 31 the payments 
under the Maritime Freight Rates Act have beem around 
$14 million, Let us assume for a moment, Mr.Cooper, 
that it would take $10 milliom or $15 million, or 
double the figure: this had such a widespread 
peneficial effect that I think perhaps what might be 
done is to look at the extra dollar value involved 
and from that work out a form of remedy. This has 
only occurred to me since I have seen these figures. 
The tremendous boost to the economy that would result 
from that would seahity itself for the sake of that 
small expenditure, This is somewhat perhaps similar 
to the bridge subsidy where they took the $7 million 
and worked out a method of applying it, and perhaps 
something similar may be done in this particular case. 
I don't know, nor have we worked out what it would 
cost us in regard to iron and steel in the maritimes. 

THE CHAIRMAN: Do you think that figure is 
low? 

MR, MATHESON : This figure of the --- 

THE CHAIRMAN: Six million. 

MR, MATHESON; The $6 million -- it could 
be.. I haven't looked into it, Mr. Chairman, but it 
could possibly be more or 1¢s85; I don't know. At the 
present time, over the last year, the payments under 
the Maritime Freight Rates Act were $14,261,201.20. 

COMMISSIONER GOBEIL: That would not mean 


100 per cent subvention would mean $50 million? 
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ANGUS, STONEHOUSE & co.ito. Matheson, Ellis, 


Se Hicks, Moloughney, cr-ex ita 
1 
2 ‘ MR. MATHESON: No, no. I would not know 
3 what the 100 per cent subvention on the Atlantic 
4 Sugar proposal would be, 
5 COMMISSIONER GOBEIL: That $14 million is 
6 30 per cent, isn't it? 
7 MR. MATHESON: Yes, but the calculation -- I 


8 am referring to the Maritimes Transportation Commission 
9) calculation, 

10 MR. SMITH: We gave the 1958 figures, Is the 
11 1959 available? 

12 MR, MATHESON: Oh, yes. 

13 MR, COOPER: Q. The 1958 figure is $13,170 
14/ and some odd? 

15 “MR, MATHESON: Well, the payments during the 
16) fiscal year 1959-60 #8 $14,261,201.20. 


17 Q. At page 41, paragraph 89, you refer to 


this question as to whether freight rate systems should 


19| also be extended to other modes of transport serving 
20] the maritime area and thus maintain competitive re- 

21 lationships. The proposition may be fraught with 
22) difficulties and possible administrative problems, and 
23 that time has not permitted a thorough investigation 
24), of the question and, as a consequence, Dosco is 

25 cons“-rained from expressing its view thereon at this 
26] time. Have you anything to add to that at all? Have 
27| you been able to give it any further thought or con- 
28| sideration? 

29 MR. MATHESON: No, we haven't given it any 


30! further thought. The only thing we are concerned about 
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if you follow on, is oftentimes when you work out 

some arrangements of that kind as recommended it 
invites regulation and control, and at the present time 
water transport between the maritimes and central 
Canada is not controlled, nor is it controlled between 
the maritime Atlantic waters and the Pacific coast 
waters of British Columbia, 

Q. You want it kept that way? 

MR, MATHESON: Yes, because one of the main 
reasons -- and we are facing it today -- we are facing 
the import competition on unregulated and uncontrolled 
flags of convenience -- foreign-flag ships coming in 
with cargoes from all over the world. So, regulation 
would result, on water transportation, in differen- 
tials between the rates, the same way as you have on 
the Great Lakes in connection with packnue freight, and 


conceivably we could run into some difficulties. 


CROSS-EXAMINATION BY MR, FRAWLEY: 


Q. I have one question, Mr. Matheson, 
Have you given any thought to the operations of Premier 
Steel in Edmonton? 

MR. MATHESON: I haven't given any thoughts 
to the operation. 

Q. I thought I would put this to you, that 
Premier Steel was blacked out of Regina by Stelco on 
rods and bars through the combination of an agreed 
charge from Hamilton to Winnipeg and then the incentive 
rates from Winnipeg to Regina. I thought I wuld 


put that to you as being another instance, perhaps 
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even more flagrant than your own, where the freight 
rate structure works hardship, Have you any observa- 
tions to make on that? 

MR, MATHESON: No, I have no observations 
to make on that. 

Q. Things are tough all over, 

MR, MATHESON: We happened to get into an 
agreed charge -- not on bars, but in connection with 
nails and wire into markets in western Canada, and we 
are not taking any stand in connection with western 
Canada. We are getting in now on an agreed charge, 
actually predicated on a combination of rates over 
Winnipeg and incentive rates beyond. 

Q. It is accepted that an agreed charge can 
be tied into any other kind of rate to make a through 
rate? | 

MR, MATHESON: It is a change in the approach 
to pricing by the railways. 

Q. I thought you would regard that as being 
somewhat remarkable, looking at Edmonton and Regina 
on the map, and then looking at Stelco, which is in 
Hamilton, I understand, going into Regina and Stelco 
actually pushing Premier out of Regina through this 
combi i1ation low rate; isn't that something --- 

MR, MATHESON: I have just been instructed 


that Premier's price out of the mill at Edmonton was 


higher than in the case of Stelco's price at Hamilton, 
Q. Taat Premier price -- the factory price 


in Edmonton is higher than Stelco's price in Hamilton? 
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MR, MATHESON: 


Matheson,Ellis, 
Hicks, Moloughney, cr-ex 


14840 


(Frawley ) 


That is right, and I am 


instructed that may have something to do with the 


situation, 


Q. Well, Premier told me it was the use of 


an agreed charge out of Hamilton --- 


MR. SINCLAIR: 
lots of things. 

MR, FRAWLEY: 
would tell me more, 

THE CHAIRMAN: 


now. 


---Short recess. 


Certainly, they tell you 


I would be happy if you 


On that note we will break 
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ANGUS, STONEHOUSE a co. Lro. Matheson, Ellis,Hicks, LA841 
Moloughney, 


THE CHAIRMAN: Order, please. 

MR, SMITH: I think Mr, Cooper asked the 
Witness the employment figures. He can supply them 
now. 

MR, MATHESON: Mr. Chief Commissioner, the 
employment by Dosco as of July 31, 1960 in the four 
Atlantic provinces amounted to 16,545. 

MR, FRAWLEY: I have no further questions. 

THE CHAIRMAN: Mr, Brazier? 

MR, BRAZIER: Thank you, Mr. Chairman, 
---CROSS-EXAMINATION BY MR, BRAZIER: 

Qe Mr, Matheson, you are probably aware 
of the fact that a primary steel mill is to start 
operation in British Columbia in the near future? 

MR, MATHESON: I have heard something to 
that effect, Mr. Brazier. | 

Q. It is being operated by a company which 
the Canadian Pacific Railway has a certain interest 
in. Would you think, now, that principle which you 
have enunciated could be applied to that steel mill 
in order to allow it to reach various markets it 
will wish to get into? 

MR, MATHESON: My answer to that, Mr. Brazier, 
is that we are approaching this relatively, and if 
a mill located at Vancouver -- 

Q» It is not located at Vancouver. 

MR, MATHESON: Well, wherever it is going to 
be located on the west coast -- required -- 


Q. It is being located, just to keep the 
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record straight, I think, at Kimberly in the interior. 

MR, MATHESON: -=- required to be on a 
sort of a relative basis in order toobtain access 
to these principal markets, then we go along with 
that principle, 

Q. You would have no objection to that 
on principle? 
MR. MATHESON: No. 
Qe. At page 21 of your brief, Mr. Matheson, 
you state in the last sentence of paragraph 40: 

"Moreover, it is a customary practice 
for Dosco to ship steel by water to 
Vancouver, B.C. via the Panama Canal". 
That has been your custom over a number of 
years? 
MR, MATHESON: Pardon me? Would you mind 
repeating that? 
Qe I'm sorry. I was just reading the 
last sentence of paragraph 40 in your brief, which 
is on page 21, where you say: 
"Moreover, it is a customary 

practice for Dosco to ship steel by water 
to Vancouver, B.C. via the Panama Canal." 
Has that been the custom over a number of 
years? 
MR, MATHESON: It has been the custom over 
a number of years, but we only ship steel that is 
not presently being produced in British Columbia. 


Q. What kind of steel do you ship? 
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MR. MATHESON: Principally wire rods, 

Qe Wire rods, And what is the rail rate 
on that to Vancouver? 

MR, MATHESON: Just off hand, I will have 
to check on that and give it to you, I haven't got 
it. 

MR, FRAWLEY: Let us have the tonnages, 
too, and the number of shipments, 

MR, MATHESON: The tonnages. Our tonnages -- 
oh, no, We wont give you that. 

MR, FRAWLEY: You wouldn't let us have the 
tonnages., Are they very large? 

MR, MATHESON: Well, we ship some tonnages, 
We have shipped -- we have chartered ships at times, 

MR, BRAZIER Q: But the ships are 
competitive for the railways? 

MR, MATHESON: The water rate? 

Qe Yes? 

MR, MATHESON: Oh, we would not be shipping 
there unless it was, 

Qe I take it is less than the railway? 

MR, MATHESON: It is less than the railway. 
I will go that far. 

MR, FRAWLEY: How many ships? 

MR. BRAZIER: Maybe Mr. Frawley could ask 


his questions subsequently. 


MR.¢ MATHESON: It depends, Mr. Frawley. We 
‘ 
might ship two or three times a year certain 


quantities, or we might ship a whole shipload, It is 
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no secret; we have shipped rail to Vancouver, and 
a whole shipload of rails, 

Q. You say you only ship the type of 
steel not produced in British Columbia? 

MR, MATHESON: eee via bit not produced, 

Qe Actually there is nothing in the way 
of steel produced in British Columbia? 

MR, MATHESON: Oh, yes. We send the raw 
material to a mill out there that produces it, 

Qe But no primary production out there? 

MR. MATHESON: Electric furnaces of the 
Western Canada Steel, so I am instructed, 

Q. And you will -=- would you let us have 
the rail rate on that? 

MR, MATHESON: Certainly. We will give you 
the rail rate. 

Qe In any event, it is not just a dream 
we have had in British Columbia that there is water 
competition with the railways via the Panama Canal, 
so far as steel products are concerned? 

MR, MATHESON: Certainly. Not in our case. 
I don't think we have shipped by rail for years from 
Vancouver by Sydney. We have shipped, of course, 
from Montreal by rail under an agreed charge. 

a. Now, Mr. Matheson, Part V of your brief. 
You end up on page 27 with this sentence: 

“The cost of such a policy should 
not only be determined for what it is in the 


interests of the country as a whole but 


eine ) 
tae ih 


b yt x07 G0 oawl of (rex beqatde, eyed. ow ie 


=; 


often pepplapeti ontw 
a ay aq 
tay A 


tstdnsiod ‘delsiud al beouborg tow fs Ja) 


ho ecyd » ct ahde yire soy yee yoy. A, 


“4 ; : 


| »beouborg toa yitaseastd MOSCA LAN AM int, 
| yaw edd ak geiddow ef oerd yLlandoa | 2 aie 
| | rekdwafod datiiag al beeubowe {sede a 7 c 
| a 
; wen od Save SW eee .f0 ‘MOCAHTAM at ge oe rk 
¢! aeouhortd ts sit sxe duo [iis gs od fetrotan ¥ 
aa ‘ 
| ‘otent? tuo noitveuborg yaasizng oa dual a) a 
| | ra | . 
| ac? So esosruyt ofatoelk :MO2RHTAM A = . 
| _bodowetenk me T oa .{e93% sbaasd ereteow | 
| iM am Yel woe Sieow = £1 bi soy baa mn) 
| } 
| ‘gad? go,, stat iter ont 
woy evig fitw oW “<4 :Lakstned “HOe ara fit” 
| | | ,eter tex edd | 
semh 6 tent don at 3k .dmeve yea cl 6p * 
sted) duciv atdasie® deltind wt bad eved ves 
fans0 smsast olf aly egaethay odd ddtw sold eqioo 
| “hearsodae 918 etoubotd feove BR “a02 oe 
2289 ah at dow .vfetedaed sMOeaNTAM am 7 
ey ToL lier yd Begala syed ew datas #taob I | 


eee too To .bodqisde eva oW -yeabye yd revsooasY 


Sedo bseuse ae ¥ebau {han we ‘fsoxtnoM mort ie 
~2eiIe usoy te ¥ $289 . a0 2913 all mM Hol 3 Slee ae 


Tages 
= 

‘ “3 
he 
7" 


 : eonetise abdd ddtw Ts eas, a0, w beer 4 ba 


bLuoste votLog 8 dove to teon ay ve: 


w os 


5 = 
i 9, ; n Bal , a a 
7 -f is % i * . 4 
aya) | > 
Ae wea = 
rete ™ = 
- ee 


_- off ak at SL ‘asi 0% bentarred eb od % 
‘ei te alloc sur sat 7 
f “dud, efor & 28 ¥en silt, Yo, wigs ee! 


kg 


i ba i Me i on : a 49 


ANGUS. STONEHOUSE & co. Lro Matheson, #llis,Hicks 14845 
TORONTO, ONTARIO es 9 
Moloughney,cr-ex, (Brazier ) 


Should also be allowed for in the rate 
structure of the area in any new approach 
to its transportation problems," 

Now, do I take it from that that it is your 
opinion that whatever this rire which you are 
advocating might cost should be charged to the 
national treasury in the national interest, and not 
to the other shippers on the railways? 

MR, MATHESON: That is correct, 

Q. You do not want to place any additional 
burden on other shippers? 

MR. MATHESON: That is correct. 

Q- Or, in fact, on the railways themselves? 

MR, MATHESON: Or on the railways themselves, 
We want to emphasize that we certainly feel that the 
railways should not be penalized in any manner, shape 
or form in respect of anything that we are advocating 
in our brief. 

Q. Turning, then, to page 28 of your 
prief., In the first paragraph, No. 61, there, you 
make reference to a transport economist, Would you 
mind telling me the name of the transport economist 
you are quoting there? 

MR, MATHESON: That would be Dr. Williams 
of Columbia University. 

Q. Dr. Ernest Williams? 

MR, MATHESON: That is correct. That is page 


28, paragraph 61. 
MR, FRAWLEY: Have you got the reference, Mr. 


‘Vasyisaved? sven lien ex’ go ook me eT 


_ A a 
ee ee ee —_—. 


edt of payiselo Chee oe 
-1o0 bor essai facia ont ak Ceasond Lamitd “ 
event len eed no embqqtte. “tpiito edt ot 1, 
ogame ek tec ‘MOREREAN At ain: , 
fenalpteps cane or. oF tas Jou ob vor = ; / 
veanaalrae peers psa 


Sov Leamoct! ayewl tee ont an 70, MOBMHIAM, ANC oie ae 

od? dagv [est vintsdees ew tact osteniigne Od dns ow 
TISAG, .tecem yew at Besiisasq sd ton binode vou tio 
ov tthe ous ‘ow tend poked yrs Yo aa at 10° ‘0 


iteted wo mt |, 
mit to'8S sanq/od ues Cr en a he 
Mee coment a son ,dgeragsusq tertt ortt ax ‘weve ie 
por bichw - $a tno geos teoqenesd gs of sondstgie% sofem is a 
Paimonoss Syoqensey seit 20 sat sit tm gebtred pare |. 


‘} 


erst? galtoup om woy 

ecsil ctw .oa 9d Btnow eae HORAN FM ie ea 
we bensivta steaufoD 20 

| TEMBLILEW desea vat: ne at: 
syaq ef daeP sore et tac DER es, ; 
at sheila 
ML Sonowsten eal ve ra 


ANGUS, STONEHOUSE & CO. LTD. Matheson,Eliis »Hicks, 14845 
TORONTO, ONTARIO 
Moloughney,cr-ex, (Brazier ) 


Matheson, where he said that and when? 

MR, MATHESON: This was an address by Dr. 
Williams back in 1959, November list, at the convention 
of the Delta Nu Alpha Transportation Fratternity at 
Pittsburgh, Pennsylvania, 3 

MR. BRAZIER Q: I wonder if you have it 
right there in front of you, the part you have 
quoted? 

MR, MATHESON: Yes, I have, 

Q. It doesn't seem to read just correctly 
to me. I wonder if there is a mistake in transcription 
there? 

MR, MATHESON: "The cost..." --=- I am 
reading it from the context -- "the cost of service 
by the form making the rate..." 

Qe Probably it should be forum? 

MR, MATHESON: No, form, 

" 5.sets the lower level of the rate, while 
the cost of performing the service by another method 
sets the upper limit." 

Qe I see, Thank you, 

Is it your opinion, Mr. Matheson, that it 
4s the effect of horizontal increase that has been 
the main cause of Dosco's difficulties? 

MR, MATHESON: It constitutes a very important 
cause of our difficulties, Mr, Brazier. 

Q. And it is in the application of the 
horizontal increase where it is applied that there 


still remains an element of value of service in the 
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rate structure of Canada; is that correct? 

MR, MATHESON: Oh, definitely. I wouldn't. 
say that was a bad thing, altogether. 

Q. That it has been the cause of a 
substantial part --- 

MR, MATHESON: No, no. I am speaking of the 
value of service principle; in some degree -- I 
am not making a generalization on that. But you have 
a value of service principle in regards to the 
competitive factor in regards to rates, If I am 
going to ship, and I can see that I can ship via 
another carrier, well, that could set the limits 
as far as the railways are concerned in what I am going 
to pay. So, that is value of service in another way 
of stating it. 

Qo In that situation, you would agree it 
was the competition that forms the regulatory control 
of the rates; is it not? 

MR, MATHESON: Oh, yes. 

As a matter of fact, even under ordinary 
circumstances shipping into a market, it is the end 
factor in that market that determines whether I am 
going to ship that market to meet the competition, 
Te other fellow might be closer than I am in that 
particular market, put that factor still is there, 
and if the railway rate is too high, even without 
the competitive -- not speaking of transportation 


competition at all, I am speaking of the marke% 


factor -- 
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Q. The market factor? 

MR. MATHESON: That is correct, Mr, Brazier, 

Qs But for traffic that is completely 
captive to the railways and is not in any form -- has 
no form of competitive means of visivosta ide -- that 
is, I suggest to you, where the value of service 
is principally applied in the rate structure today? 

MR, MATHESON: I will agree with that. 

MR, BRAZIER: Thank you, 

THE CHAIRMAN: Mr. Mauro* 
---CROSS-EXAMINATION BY MR, MAURO: 

Q. Perhaps we will just continue on with 
the thought that my learned friend, Mr. Brazier, was 
developing: this matter of alternatives to horizontal 
increases, Mr, Matheson. 

The suggestion of Dosco is a selective 
increase method, as opposed to the present horizontal 
percentage increases? 

“MR. MATHESON: That is correct, 

qe I was wondering whether you gave eny 
thought et all to the practice that has been 
frequently utilized in the United States before the 
I.C.C., wherein the carriers come forward when 
requesting an increase and set out how they expect 
to recover this revenue on a commodity basis? 

MR, MATHESON: Yes. We are thoroughly 
acquainted with that method. 


Q. Would you recommend such a method for 


our Board of Transport Commissioners? 
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MR. MATHESON: We have always advocated that 
method, Mr, Mauro, going back to the ex parte 162 
case, and up to the ex parte 212 case. 

Q. So that the Canadian roads would come 
forward and state they needed X washer of dollars 
to reach their requirement level, and that they 
expected to obtain it by an increase of X per cent 
on lumber, or cents per 100 ibs. on a particular 
commodity, and this is expected to return them so 
much? 

MR, MATHESON: Yes, that is right. 

Q. I assume, Mr. Matheson, that we will 
agree that any alternative to horizontal percent«ge 
increases has to, first of all, safeguard the revenues 
of the railway; that they, as you have very aptly 
put it, should not be penalized in any new system? 

MR, MATHESON: Yes. 

Q. And, secondly, we are going to have to 
find some way of shifting the burden from the long 
haul traffic? Do you agree that is pretty well the 
captive traffic today? 

MR, MATHESON: I will agree that that is 
pretty well the captive traffic today. 

ey Do you feel it will be necessary 
under any such proposal to better reflect increases 
in terminal cost as opposed to line haul costs? 

MR, MATHESON: I have not given that aspect 
any consideration, Mr. Mauro, so I would not want to 


speak to it at the present time, without giving it 
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some thought, 

Q. As an accepted expert in this field, 
Mr. Matheson, do you feel that since the war 
horizontal percentage increases have properly 
reflected the increased beietnel aoe ee as well 
as increased line haul costs? 

MR, MATHESON: That is possible, but I 
could not say definitely without having analysed 
the problem, 

Q. Would you agree that, keeping in mind 
that we do not want to compare the revenues of the 
carriers, that whatever scheme this Commission, if 
the Commission does conclude that there should be 
a variation of the present method, any scheme 
that it approves of will have to shift some of this 
financial burden on to the short haul traffic? 

MR. MATHESON: You are posing quite a question 
there, Mr, Mauro. I have mentioned in this brief 
that we were against equalization because it 
is a form of stereotyping of rates, and your question 
is you have to avoid creating a paper rate, For 
example, myself as an individual ~~ and we 
have done it -= we might go and take three or four 
of our own trucks out of service at Montreal, in the 
Montreal local service, and load them up with 


freight for Timbuctoo,as the case may be. 
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Now, that is what you are up against in any 
artificial raising of rates, which would attract -- let 
us say the trucking company went along with it, for-hire 
owrieticis:, under a form of regulation and there was 
discrimination between, or whatever you want to@ll 
Ly that gourd force me as an individual -- I have to 
get> my stuff moved to remain in business, so therefore 
I have to use my own trucks, and that is what you are 
up against in relation to the short haul. 

Q. I think we certainly agree it won't 
be any gain at all if we placed the railways in the- 
position where, under a rail structure, they simply 
lost the traffic? 

MR. MATHESON: That is right. 

Q. But my question was: it seems suenine 
to us that if there is to be any redistribution of 
burden, that shifting has to come off the long-haul 
traffic and be taken up to a degree by the short-haul 
traffic. 

MR, MATHESON: yes, There can be ways and 
means of doing it without necessarily increasing the 
short-haul rate. The railways might be able, through 
incentive arrangements and through different methods, 
to maximize their traffic by multiple car rates and 
other methods along with agreed charges which they have 
at their disposal. Dosco as a producer of a raw 


material would be loath to see any change that would 


ties -- the fact 
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say, well, that-raw-materiatis. 


that rates were relatively lower than in the case of 
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refrigerators, for example, was because the refrigera- 
tors could bear a higher rate, then there was to be 
a complete shifting. Does that mean that raw 
materials are going to be increased? Because you 
must remember that some of these materials can maximize 
the weight of the car. 

Q. A good example is coal. 

MR. MATHESON: yes. We have to look at 
these things, and it is not a very easy thing to answer. 

COMMISSIONER MANN: You mentioned multiple 
car rates as being a method of the railways maximizing 
their revenues. Would you be in favour of any change 
in that respect? 

MR, MATHESON: yes, we would be only too 
glad to have trainload rates, 

MR. MAURO: Q. I wonder if you would be 
agreeable to have agreed charges applicable to the 
same commodity. There was some talk in the United 
States where the president of the Northwest Chicago 
Railway gave a talk and said that he didn't agree 
with the system in Canada where the railways picked out 
such and such a shipper and gave them an agreed charge 
from Sydney to Montreal, that there should be an 
agreed charge on the particular commodity. 

MR, MATHESON: In effect today that is by 
notice of intent, it is applying for a notice of intent 
If I am shipping from Montreal to Vancouver and Stelco 


entered into an agreement, well, I enter that by 2 


notice of intent. 
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TORONTO, ON ; 
spinal Hicks, Moloughney, cr-ex 
(Mauro ) 


Q. What if they publish a rate, a mileage 
rate, reflecting the movement of steel? 

MR, MATHESON: I don't follow you there, Mr. 
Mauro. You say so much per ton mile? 

Q. So much per 10C pounds, 


MR, MATHESON: An average rate for all over 


Canada? 
Qe yes, 
MR, MATHESON: A posted rate? 
Q. A rate covering that particular product. 
MR, MATHESON: I can't see the possibility 
of that. 


Q@. You have $8.96 per long ton. The norm 
basis for the purpose of reimbursement is $11 and some 
odd cents. If that was reduced to a rate on 100 
pounds per gross ton --= 

MR, MATHESON: Reduced to what? 

Q. Obviously they are charged $11 per 
gross ton, Sydney to Montreal. It comes out to a rate 
on gross tons per mile. What if they published that 
all over Canada on the same commodity? 

MR, MATHESON: I haven't gone into that. 

COMMISSIONER GOBEIL: May I ask you, Mr. 
Mauro, what difference it would make? 

MR, MAURO: It would make the difference 
that instead of just allowing a particular shipper in 
a particular locality to ship from Sydney to Montreal, 


4t would give our friends of the Premier Iron an 


opportunity to file a notice that they would like that 
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rate from Edmonton to Regina on the per ton mile basis? 

COMMISSIONER MANN: A sort of equalization 
of agreed charges? 

MR, MAURO: In effect, 

Q. I have no opinion on it at all, Mr. 
Matheson, I just read this in the speech, and it 
seemed an interesting variation to the present method, 

I think the essence of your submission is 
that some type of apology should be recommended by 
this Commission that would permit Dosco and the 
industries in the maritime region to develop and 
expand? : 

MR, MATHESON: Yes. 

Q@. And this isn't 4 private brief limited 
to Dosco; that happens to be your position, and you 
think the principle is sound? | 

MR, MATHESON: Yes. 

Q- And you feel that that should be applied 
to the development and expansion of industry in various 
parts of Canada? 

MR, MATHESON: If the conditions and cir- 
cumstances are somewhat similar and if there is the 
same relative background ,after due consideration, 
per*‘aps the same type of remedy or an overall remedy 
might be necessary to those regions which require to 
pe upgraded,if I can use the term. 

Q. We can take Manitoba, northwestern 
Ontario and the development of their mining? 


MR. MATHESON: I think it would be nice to 
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see an overall master plan that could be followed to 
assist the whole of the country. 

THE CHAIRMAN: You are outlining the 
historical picture? 

MR, MATHESON: Yes, that is correct, if the 
conditions and circumstances are identical, and in our 


particular case we have a special plea, 


MR, MAURO: Q. You are not saying that anyon 


should have any special treatment, that there are any 
second-class citizens. You are proposing a far- 
reaching proposal here. 

THE CHAIRMAN: Well, he is alleging they 
are first-class citizens down there by the sea, 

MR, MATHESON: Liagree, sir. 

MR. MAURO: Q. When was Dosco constructed 
in Sydney, when was the branch built? 

MR, MATHESON: 1899 it was stared. 

Q. In Appendix V you have those rates. 


It was built in 1899. 


MR. SMITH: Construction was started in 


1899. 

MR, MAURO: Q. The rates on billets, the 
differential between Hamilton and Montreal anc Sydney 
and fontreal was $2.10? 


MR, MATHESON: No, I haven't got that. That 


goes back into history. 


i Assuming that there wasn't too much 


variation --- 


MR, MATHESON: On, yes, there was a lot of 
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ANGUS, STONEHOUSE & Co. LTD. Matheson, kliis, 14356 
Hicks, Moloughney, cr-ex 
(Mauro ) 

variation. You Mave the horizontal increases and 
the commercialization of the Intercolonial Railway 
from 1912 to 1925 or 1926. We have been able to go 
back to 1916, and there was a differential between 
Hamilton and Montreal and Sydney and Montreal at that 
time, in 1916, before the eastern rate case, But 
conceivably, because of the water competition -- and, 
incidentally,Deseo back in that time had their own 
regular steamship services plying between the east 
coast and Montreal, the Dominion Iron and Steel 
Company; we had our own Black DiamondLine operating 
with passenger and freight, and so on, and con- 
ceivably the rates at that time were not too far apart 
or the same; I couldn't tell you. They were held 
down by water competition, along with the fact of the 
rates being kept as low as TE pe 

Q. In Appendix V you list as of June 30, 
1927, the differential of $2.10 in billets? 

MR, MATHESON: That is correct. 

Q. On December 31st, 1959, the summer rate, 
there was a differential of $4.41? 

MR, MATHESON: That is correct. 

Q. That is during what period? 

MR, MATHESON: Tae winter months, rougkly 
speaking, from December lst to April 14th inglusive. 

Q. That is for four months? 

MR, MATHESON: ‘es. 


Q. And for eight months of the year your 


differential vis-a-vis 1927 was lower? 
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ANGUS, STONEHOUSE & CO. LTD. Matheson, Ellis, 
Gaia Ghie uae. Hicks, Moloughney, cr-ex 14857 
(Mauro ) 


MR, MATHESON: No, this was the difference, 


the 441 was the difference, not the increase, 

Q. I thought you said during the winter 
months? 

MR, MATHESON: In the winter months the 
differential is $1.46, and in the summer months it is 
$4 U1, The reason why it became $1.46 is because we 
have cut down the rate to a lower level. 

Q. The differential would be $1.46. You 
Rave an advantage there? 

MR. MATHESON: Yes, which reflects the water 
competition. 

MR, MAURO: Thank you very, very muck, Mr. 
Matheson, 

THE CHAIRMAN: Mr, Carter? 

MR, CARTER: I have no questions, 


THE CHAIRMAN: Mr. Hume? 


CROSS-EXAMINATION BY MR, HUME: 

Qe Mr, Matheson, I have two points, very 
prief points I want to discuss with you. The first is 
to point out that on page 5, paragraph 9, you have 
finishing plants within central Canada. How many plants 
do you have? 

MR. MATHESON: we have in the Montreal area 
the Montreal Works, Canadian Bridge plant, two sianbe. 
at Montreal. we have a plant in Etobicoke, Canadian 
Steel, or what we call the Etobicoke Works, and in 


Walkerville we have the Canadian Bridge operation there, 
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ANGUS, STONEHOUSE & CO. LTD. Matheson, Ellis, 
TORONTO, ONTARIO 
Hicks, Moloughney, cr-ex 14858 
(Hume ) 


Q. From those central Canadian Ss REE vou 
use rail and trucks? 

MR, MATHESON: Yes, rail, truck and water. 

Q. And I believe you use trucks very ex- 
tensively in central Canada in moving your finished 
products to building sites, and SO On? 

MR, MATHESON: yes. There are cases where 
a customer requests a particular routing, and if we are 
Shipping, for example, reinforced bars to a construc- 
tion job, that goes by truck right to the particular 
job. 

Q. If that is 2 service Wientede is the 
truck rate higher or lower than tke rail rate in those 
circumstances? 

MR. MATHESON: Tae truck rates sometimes are 
lower, sometimes they are higher, abvetiding on the 
conditions and circumstances obtaining. Generally 
speaking, there is a variation in these rates. The 
water rate, say, from Montreal to Toronto, is 
differentially lower than the rail Pubs 68 aati ten, 
and so on. 

Q. Do I properly understand from your brief 
that because of the agreed charge there is no truck 
com “tition on billets and blooms and rods from ‘Sydney 
into the Montreal market? 

MR, MATHESON: Not because of agreed charge, 


but because the truck operator couldn't possibly meet 
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ANGUS, STONEHOUSE a co.ctro. Matheson,Ellis, 
TORONTO, ONTARIO 
: Hicks, Moloughney, cr-ex 14859 
(Hume ) 


Hamilton run it would be around $100 per long ton? 

MR. MATHESON: Yes. 

Q. But if a truck operator had lots of money 
to lose, it is my understanding that if he wanted to 
be exactly competitive with the rail he would quote you 
a rate of $8.98. That is purely hypothetical. 

MR, MATHESON: yes; but at that rate we could 
only give him under the present --- 

Q. He would charge and get that and tke 
railways would get that plus another $2.83 from the 
federal trasury? 

MR, MATHESON: That is right. 

Q. Finally, if you turn to page 41, you 
refer in paragraph 89 to something about which Mr, 
Cooper has already questioned you, the question with 
respect to the proposal or request by the Canadian 
Trucking Associations and others that the Maritime 
Freight Rates Act deal with all carriers equally. 

Do I understand from what you said to Mr. Cooper that 
your views on this matter are somewhat covered by 
the fact that you are afraid that if the subsidy is 
extended the water carriers may come under regulation, 


and that is something you don't want? 
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MR, MATHESON: Not necessarily on that point 
altogether, We are concerned over the water. We want 
that protected, We would not want to see the 
regulation implemented in connection with water carriage, 
One of the reasons I state this is, when the Transport 
Act was before the Senate Committee and the House of 
Commons Committee in 1937 we strongly poepened at the 
time and had an amendment implemented into the Transport 
Act, and we still have that particular section -= when 
I say "we" the Maritimes did -- but I feel we should be 
excluded from the regulation of water transport. 

Q. Is this because you fear if there is 
regulation of the water carriers that the rates would 
go up -= you would pay more money? 

MR, MATHESON: Put it this way: conceivably 
that could be, because af€er all on the Great Lakes 
there is a differential between the rail rates and the 
dante rates. In addition to that, what we are mostly 
concerned about is the import competition that we are 
even facing today by ships coming up with steel from 
Japan and also from the continent and competing in our 
own markets, and the water rates are very low. 

. Qe Regulation of water carriers would not 
ee eee that import competition unless the rates 
went Op? q 

MR, MATHESON: Well, that is what we are afraid 


q. That is what you are afraid of? 


MR, MATHESON: Oh, definitely. 
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Qe Can I put it fairly that part of the 
views -- and you indicate you are not expressing any 
opinions but you do, in fact, express a couple on 
administration problems, and so on, -- that these 
views are somewhat conditioned by the fact that you 
don't want the water carrier regulated because of 
the fear of increased rates? 

MR, MATHESON: Please put the trucks into 
a compartment and water into a compartment and rails 
into a compartment, We are not taking a stand 
in regard to the proposal that the Maritime Freight 
Rates Act or assistance be given to the trucking 
industry, because we haven't gone into that aspect, 
So, we are looking at the water as such in a separate 
compartment. oe Tracie are in another compartment, 
and we are not taking any 8tand whatsoever din this 
particular proposition about eXtending the assistance 
to the trucks in relation to any assistance that is 
granted to en er 
Qe IT understand your point of view. My 
point of view, very simply, is that what is fair for 
one is fair for the other, and if you are going to 
extend it to all types of carriers you ought to includ: 
all types of carriers. Dol correctly interpret, 
you don't want the water carriers receiving any 
benefit from any extension of the Maritime Freight 
peree tas pecause you fear regulation of those 


carriers as a result of that, and therefore you,fear 


higher rates? 
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MR. MATHESON: Put it this way: we are 
concerned about the regulation of water ‘transport, 
Conceivably it might be excluded in this sense: 
bulk carriers could be excluded in the same way that, 
bulk carriers are exluded west of the Isle of Orleans, 
but we have to take this position in connection with 
the water carriers, We don't want regulation in so 
far as we are concerned, as Dosco, we don't want 
water regulations at all. At the present time, 
regardless of what other aspects or features or 
benefits there may be to the truckers, we have to 
take that stand. 

Qe If it were possible to extend the 
subventions without these regulations would you 
then object to it? 

MR, MATHESON: All I can say is, we haven't 
gone into the thing, and we are constrained in making 


an answer to that particular question. 


---CROSS-EXAMINATION BY MR, McDONALD: 
Qa. I have a few questions, Mr. Matheson, 
On page 33 of your submission you compare the rates 
in June, 1927 with July the 31st, 1959, but you did 
not take into consideration inflation in the meantime? 
MR, MATHESON: No, we haven't, 
Q. A rate of $3.00 in 1927, comparing 
that with a rate of $4.55 today, and then consider 
how the dollar has been devalued in the meantime --- 


MR, MATHESON: What concerns us is not this 
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deflationary -- or, the inflation that has gone on 
with money. It is the absolute difference we are 
up against today and yesterday and the day before, 
and this monetary relationship is not the thing at 
all. The absolute difference -= that is where our 
handicap comes in. That is what we have got to 
meet, 

Q. But to get the proper picture, should 
you not take into consideration inflation? 

MR, MATHESON: Not necessarily so. When I say 
it is the absolute difference, that is the point on 
which we rest, 

Q. on the basis of your shipments for 
1959, how much would it cost the treasury if your 
suggestion were adopted? 

MR, MATHESON: I haven't worked that out, 

Q. I think that might be of interest to 
the Commission, Could you work that out and give 
it to the Commission? 

MR. MATHESON: We will make an estimate and 
give it to the Commission. 

Q. Because you have got the figures on 
your traffic, and so on. Then, I am interested in 
this, in actual practice supposing your suggestion 
and proposal were adopted, how would it work out? 
Would the aoa bill you with the full rate and 
you collect the subvention from the treasury? 

MR. MATHESON: No, no; our position is that 


the billed rate would reflect the assistance, the 
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Same way as the Maritime Freight Rates Act at the 
present time, 
Q. Wouldn't this cause the railways a 
lot of work to figure out this complicated formula 
for each shipment? ; 
“MR. MATHESON: Wel, Leb as assume for the 
moment that the rate is demoed at 589 and the so-called 
normal basis for the reimbursement is 1178 or 1179; 
I don't see where, in so far as the C.P.R. is 
concerned, it is going to make very much difference 
from the present filing of the form which is required -- 
and I am referring to the €.P.R. specifically because 
the C.N.R. does not make out the same forms as the 
C.P.R. I don't think it is going to involve too much 
difference once the formula and the base is set up. 
Qe In the case of the C.NsRe it will mean 
examining every waybill of every shipment coming 
from the Maritimes to the central market, wouldn't 
it? 

MR, MATHESON: There is a lot of mechanics 
involved in this thing, but personally I don't think 
it will involve too much once you get the same format 
set out as you have in connection with the Maritime 
Freight Rates Act. 

Q. The Maritime Freight Rates Act is in 
a little different position: there is a percentage 
Las hchak patlamiate aie you have a complicated formla 


here, 


MR. MATHESON: But the rate that is going to 
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apply -- there would be a rate of 589 that would be 
set out in the particular tariff, 
| Q. Why couldn't you work that out and 
just bring it into the present Maritime Freight Rates 
Act so that the subsidy there, instead of being 30 
per cent, would be 50 or 60 per cent? 
| MR, MATHESON: There could be some mechanism 
~= what we are trying to do is put forward a 
proposition towards the end result in order to get 
us into the market on a relatively competitive basis, 
There may be problems in connection with the mechanics 
,of applying it that would have to be worked out, 
“That 1s something that we have to arrest, 

Qe You can see we are interested in the 
expense and gifficulty of administering it. 

MR, MATHESON: I hope there would be some 
basis worked out where ifs would not be any more 
expensive to the railways, now that they have got 
I.B.M. machines, compared with what it was before 
they developed accounting and machine methods such 
as they have at the present time, I think that it 
is much easier for figures to be struck at today 
than several years ago. 

Q. Yes, but still these machines are 
not developed to the stage where they can pick out 
these waybills and sort them out. Now, you said 
in your evidence you would not be opposed to this 
principle being extended to other industries, say, 


to Sault Ste. Marie -- the steel mill there? 
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MR, MATHESON: Rélatively, on this selective 
approach basis, no, but, as I said, we raised another 
point there that we are only asking to get to the 
fringe of the market, and they are closer than we 
are where the greatest bulk of steel is consumed in 
Canada, 

Q. Don't you think that by trying to 
overcome a geographical disadvantage by a subsidy 
that that is a dangerous precedent, that every other 
industry will be finding itself in the same position? 

MR, MATHESON: There are special conditions 
and circumstances: ,fhat apply in this particular case 
on which I am deeasnae to lean back on in answer to 
your question, 

Q. But you know in the past that by using 
the freight rate structure to overcome geographical 
disadvantages it shoots out some place else? You 
are familiar with that? 

MR, MATHESON: Well, what illustrations have 
you got in mind? 

Qe Well, you know without going into them 
particularly, but you are both going into a common 
market and if, to overcome your geographical 
disadvantage, a subsidy is granted isn't that going 
to affect the other people competing in that market? 

ey MR, MATHESON: There is a discounting of 
dite ewes that we have in mind in connection with 
this whole proposition, and this is just to more or 


less bring us closer to the markets than we are at 
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the present time, It is as simple as that, 

MR, GOBEIL: Further to what Mr. McDonald 
was saying, if the same principle were applied to 
Sault Ste, Marie, you would not be in any better 
Shape than you are now? 

MR, MATHESON: The same principle is 
applied to Sault Ste. Marie we would not...? 

MR, GOBEIL: You would not be in any 
better shape than you are now? You would still be 
at a disadvantage? 

MR, MATHESON: If the same principle were 
applied to Sault Ste. Marie, it would not affect us 
at all. 

MR. McDONALD Q: In other words, Sault Ste, 
Marie is not a serious competitor with you? 

MR, MATHESON: No, I would not say that, 
Sault Ste, Marie is a competitor ®f ours, and 
particularly in connection with rails, We are 
not competitive with Sault Ste. Marie beyond 
Montreal, 

Q. What has been the development of 
Doseo since -- take your Sydney plant since 1927: 
has it grown substantially? 

MR, MATHESON: Yes, I have placed these 
figures on the record and in the brief, but as 
these figures point out, we have not grown relatively 
at all. In 1926, as yow notice in paragraph 69 --- 

Q. Well, leaving out the relative part. 


Just give the growth of the plant at Sydney. 
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aE Eee lek ® co. LIo. MAGR@SOB Ellis, Hicks, HSE 
‘ Moloughney,cr-ex, (McDonald) 

MR. MATHESON: Well, the plant at Sydney -- 
and I am, spéaking about, Sydney mines which has been 
closed up -- the output ‘ts 593, 000 tons in 1926 
vis-a-vis an ingot capacity of 930,000 short tons, 
but this was only sae possible, this growth, by 
setting up finishing plants and buying up other 
finishing plants in central sinde and if they 
hadn't done that, I don't know what would have 
Ee aoen cy at is only because they have made captive 
outlets for the steel. 

Q. But despite the horizontal percentage 
increases going way back over the years, and 
increased freight rates, you have had a very 
substantial growth in that time? 

MR, MATHESON: I would not say a very 
substantial growth at all. From 593,000 to 930,000 
capacity output, that is not substantial. 

MR, McDONALD: Thank you very much. I 
wish to congratulate you on the information you 
have prepared for the Commission, and also I admire 
the courage with which you have put forth your 
submission. 
~--CROSS-EXAMINATION BY MR, SINCLAIR« 

Qe Mr. Matheson, basically the rates 
to and from the Maritimes have reflected water 
competition from their earliest days? 

MR.MATHESON: Oh, definitely. 


Qe both actual and potential?’ 


MR, MATHESON: Yes. 
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; Q. And the fact they do refleet water 
competition and also that mileages are figured by 
the short mileage, there isn't any circuity via 
Intercolonial reflected in the rate structure of 
the Maritimes today. 

MR, MATHESON: No, I wont go along with 
that -- just the short mileage, The short mileage 
is from Saint John to Montreal, 482 miles on the 
C.Puke I ge beyond that. The Intercolonial 
Railway ant@:eded the C.P.R. into Saint John and 
the reflection of the water competition and the 
reflection of the old Grand Truck Railway going 
down into Portland, and the ovement by water from 
Portland and up by rail on the short line, which 
was then the short line, all these factors had a 
bearing on the rate structure, and it only involved 
in the subsequent rate cases that the basic structure 
wats before the so called short line of 482 miles. 

Q. When you calculate from Halifax, 
it is done on the short line mileage via Digby and 
Saint John, isn't it? 

MR. MATHESON: No. You mean the rates? 

Q. If you are going to take a mileage 
factor, you do it on the short line mileage? 

MR, MATHESON: That was never the basis 
of the rate structure, in my understanding of the 
rate structure, in the Maritimes, I may be wrong. 

Q. Have you gone into it? 


MR, MATHESON: Oh, yes. I may be wrong, 
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y) but that is not my understanding, 


3 q. But in any event, the basis of the 

4 rate there, being on such a low basis, is the real 

5 reason why the trucks have not developed to the same 
6 degree? 

A MR, MATHESON: Oh, definitely. For example, 
8 the large groupings in the Maritime area -= for 


9 example, the Halifax group extends from just beyond 
10 Moneton -- Penzac Junction into Halifax, and it is 

11 a matter of a few cents over the Saint John group, 

12 and that is a distance of roughly Speaking I would 

13 say 180 miles beyond -- in rough figures, 

1 Q. Yes, the Maritimes has been singularly 
blessed with the low rate structure to and from 


16 | central Canada since early times, and singularly 
| 
| 


17 blessed by having water competition. 
18 | MR, MATHESON: Basically, that is the history 
19 of the rates we have had -- this low rate structure 


4 from the Maritimes to central Canada, 
21 Q. Sheet now moves from Algoma to 
Montreal and has moved from Algoma to Montreal for a 
good many years, and it is anticipated that sheet is 
going to be manufactured in the Montreal area at 
Contre coeur by Dosco? 

MR, MATHESON: Yes. 

Q. Would you think it proper and right 
that when you built that mill and force Algoma out of 


its traditional market farsheet in Montreal that the 
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ANGUS, Se aan 8 Ute: Matheson,Ellis,Hicks 14871 
Mol oughney, cr~ex, (Sinclair) 


rate from Contrecoeur to Montreal would be the key 
rate and the Algoma rate from the S00. to Montreal 
Should give parity so that they can continue to 
enjoy their traditional market? 

MR. MATHESON: Did you say from the Soo to 
Montreal or from Hamilton? 

Q. No, from the Soo to Montreal? 

MR. MATHESON: You see, Mr. Sinclair, in our 
proposition we didn't take this 30 miles at all -- 
40 miles. We have asked to go to the fringe. We 
are not saying we are going to make it a ridiculous 
condition of the same rate from Contrecoeur to 
Montreal vis-a-vis Hamilton to Montreal, We are 
coming to the fringe of the market, and by your 
question, then, we would be asking for the same rate 
from Sydney to Toronto as applies vil Hamilton to 
Toronto, and we are not doing that at all. 

Q@. I am asking you whether in view of the 
fact you are going to locate at the market and 
adversly affect the Soo -- Algoma -- by your sheet 
mill in that traditional market of Algoma, don't 
you think, on your principle, they should be looked 
at and say, here our traditional market is being 
disturbed by Dosco so therefore we should be given 
some assistance? 

MR, MATHESON: It may apply both ways. The 
rate from Contrecoeur to Montreal, say, is 50 cents 
and our rate from Contrecoeur to the Toronto market 


should be 50 cents vis-a-vis whatever Hamilton pays. 


: ; U * 
p ; — toa ss. 
4° ae as Zo isi 

: =i 


Bas? = entbi LE Tix pes ets 
(tte logts)xe-139 eayco Lam 


/ 
| 7c e, . 
; , 0 9g A a x 
> une - a 
Ya ord ed binow feowtwom of cesar ot ait 
1% : oi : tan 
, {8eathot oF och sf? wert satse age ont ‘tnt 9 
a yet sas 3 m3 rie 
ov enmltacn oso. qed? dadt ae ydhusq ovis biuode ~ eh 
; ; at ‘a Y 
(dovtveam fanotd Lhard thet’ oer: as eo 9 
og6 on9 mow vase gov biG :ROBERTAM AM wn ay. 
Tod Lie moet to ised aM 
sT;OM at oof sid sont ot se 9) 
| ue 
GL ~iielonke .wA .oseh Oy /MOSSTAN ian 
wie ff %, ol fm OF oto? esis? 2'HBLb ow no iéeaene 
Ww » 9B ‘t sd? of og of Renles ovaed oW roLin Of.” 
‘HOlvethis g ¢f sea of wutog oe om aeiivse Jon exe 
bee waxes t:., ‘+ S7S% otiee ee. To aotédfbaos 
i feat nol ot co) LEH thys-ety LeertnoM 
hot ,deskvem odd’ to enekeh ott od) aatmag: 
{ " > 
T O45 37 tot mates i Sivoy ew ,cedd ,woltearp 
jog L hes Trotel OF YORhys mont 
(i168 78 dels gaatob tom esa ew bet ,otaoto? . 
r peties met ” ‘ 
a ott tea wtsool of yakey exe soy sont 
: XG om s09LS =~ Co% oft Joetia yYletevhe: 
HOD ySNOSA tO dedvem Ln nakd Lbses Rat md Like 
memool wd Sinvade yeas . oi Lomi, su0% eo edlnkatt tesa, 
7 “ | 
| ef tovaent Serotdtoaend ave wTDA Nisa Sas de 
1 : wa ays ; q 
aevrs 8? Sinoda sw sto tetedd of 6 qoacd, <d Nena, 8 
vommiezees ‘moa E 
| EA 
ony =. eyaw Miod xiggs way ar moe EMEA ch 
i Nas ib or 
+, B¥feo OC Gh cyses ie Loon om ‘2: auto oe) na A 1 ome 


(e 


‘tai ie ogo? orld oF oe ; x at 


: 


__ANGUS. STONEHOUSE @ co, Lro. Matheson,Ellis,Hicks 14872 
Moloughney,cr-ex, (Sinclair) 


ia 
If you want to make it look ridiculous, I would go 
along with that, 

Q. But this is market relationships that 
you say should constantly be maintained, I am trying 
to apply what you call market vate relationships and 
keeping them in balance, 

MR. MATHESON: But you see, we are not going 
to an extreme situation, 

Q. But if the principle is good, that 
you are going to keep market rate relationships in 
balance, then you should test the thing by going to 
an actual situation, 

MR. MATHESON: Our approach to selectivity 
is along those lines, It is the question of 
relationships, We are not asking for an extreme 
situation that would be ridiculous. We don't want 
to appear that way. 

Qe You are not trying to obliterate 
geography; you are just trying to cloud it; is that 
right? 

MR, MATHESON: Well, I would not, naturally, 
answer that. 

THE CHAIRMAN: I think we had better adjourn 
unti? 10:00 o'clock tomorrow morning. 


---Adjournment, 
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